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FROM  THE  EDITOR 


Trade  regulations  are  important  for  people  who  are  directly  or  indirectly  engaged 
in  business.  In  order  to  have  a  deeper  insight  of  the  present  Indonesian  trade  con- 
ditions, Panglaykim  made  a  brief  chronological  description  of  trade  regulations  and 
their  impact  beginning  from  1933  until  1959. 

It  cannot  be  denied  that  interdependence  of  national  economies  has  increased 
considerably  since  the  end  of  World  War  II  and  this  fact  creates  policy  problems. 
Hadi  Soesastro  presented  his  view  on  interdependence  which  has  occurred  on  the  glo- 
bal scene,  particularly  in  the  Asia  Pacific  region  and  among  ASEAN  member  coun- 
tries. "The  call  for  a  'new  international  economic  order'"  says  Hadi,  "may  be 
characterized  as  a  demand  for  greater  symmetry  in  the  economic  interdependence  be- 
tween developing  and  developed  countries". 

In  boosting  up  national  development,  one  should  identify  poor  sub-districts  or 
'kecamatans'  in  Indonesia  so  that  the  government  could  concentrate  iter  activities  in 
eradicating  the  poverty  in  the  corresponding  province.  To  this  end  Alfian  Lains  puts 
forward  his  article  on  'Poverty  Line  and  Poor  Kecamatans  in  West  Sumatra'. 

One  can  predict  that  the  decade  of  1980  will  be  full  of  challenges.  In  his  article 
Sondang  P.  Siagian  attempts  to  identify  some  of  the  challenges,  particularly  in 
national  development  viewed  from  the  problems  of  management  development  per- 
spectives. 

The  'Vietnam factor' in  ASEAN's politico  strategic  consideration  has  continuous- 
ly been  revised  during  the  past.  It  is  a  logical  consequence  of  the  uncertain  situation 
that  has  developed  subsequent  to  the  fall  of  Saigon  in  1973.  Hence  ASEAN  need  not 
to  panic  with  regard  to  Vietnam  and  the  present  situation  in  Indochina.  Jusuf 
Wanandi  suggests  in  his  article  that  the  ASEAN  member  countries  should  fortify 
their  respective  national  resilience.  To  achieve  the  desired  resilience  ASEAN's 
economic  base  needs  to  be  strengthened  and  accordingly  economic  cooperation  with 
the  U.S.,  Japan  and  other  Western  nations  should  be  intensified. 

On  October  27,  this  year,  a  prominent  writer,  novelist,  linguist  and  philo- 
sopher, Sutan  Takdir  Alisjahbana  unll  receive  a  Doctorate  'Honoris  Causa' from  the 
University  of  Indonesia.  On  this  occasion  the  editors  of  "The  Indonesian  Quarterly" 
are  especially  pleased  to  publish  his  article  on  "The  Great  Cultural  Traditions  in 
Southeast  Asia  and  in  the  Arising  World"  in  this  journal. 


Southeast  Asia,  according  to  Takdir,  was  not  the  cradle  of  the  high  cultures 
emerging  during  the  post-milennium  BC.  Its  high  culture  was  of  secondary 
character.  Nevertheless  this  region  constitutes  the  melting-pot  of  the  great  cultural 
traditions  as  a  result  of  the  great  sensitiveness  of  the  Southeast  Asian  soul  for  multi- 
various  religious  and  cultural  traditions.  These  traditions  live  side  by  side  for  cen- 
turies in  Southeast  Asia.  In  this  context,  this  fact  opens  possibilities  for  the  aware- 
ness of  the  necessity  of  a  broader framework  of  discussion,  deliberation  and  exchange 
of  ideas  for  a  better  understanding  and  construction  of  broader  structures  of  poli- 
tical, religious  and  artistic  ideas  and  concepts,  which  are  so  needed  in  the  chaotic  and 
criss-crossing  encounter  of  so  many  currents  and  counter-currents  in  our  time. 


SOME  NOTES  ON  TRADE 
REGULATIONS  IN  INDONESIA 
FROM  1933  TO  MAY,  1959 

J.  PANGLAYKIM 


This  paper  is  an  attempt  to  describe  the  many  trade  regulations  which 
were  enacted  by  the  Netherlands  East  Indies  Government  and  the  Indo- 
nesian Government  under  pre-war  and  post-war  conditions  prior  to  May, 
1959. 

The  Year  1933  was  chosen  because  it  marked  the  beginning  of  the  so 
called  "quota  system",  when  the  N.E.  I.  Government  tried  to  protect  the 
Dutch  interest  in  Indonesia,  while  May,  1959  could  be  considered  as  a 
milestone  in  the  economic  policy  of  the  Indonesian  Government  because 
it  was  then  that  it  established  the  eight  Commercial  State  Enterprises. 

The  purpose  of  this  paper  is  to  give  the  reader  a  brief  chronological 
description  of  the  regulations  and  their  impact. 


PRE-WAR  REGULATIONS 


I.  The  Quota  and  License  Regulations,  1933  and  1935' 

The  system  of  import  licenses  was  based  on  the  ordinance  called  "In- 
voer  Licentieering  Vorordening  1933".  The  purpose  of  this  quota  and 
license  regulation  was  to  protect:  (a)  the  interest  of  the  European  indus- 
tries (especially  the  textile  industry  in  Twente,  Holland);  (b)  the  local  in- 


Most  of  the  information  in  this  part  comes  from  the  following  sources:  Saroso  Wirodi- 
hardjo,  De  Contingenteeringspolitiek  en  Hare  Invloed  op  de  Indonesische Bevolkingi^akarla.,  In- 
dira, 1945);  Saroso  Wirodihardjo,  Masalaah  Perdagangan  dan  Politick  Ekonomi.  (Djakarta 
Press  NV,  1945);  Economisch  Weekblad.  1948-1956  Vigi  Bulletins  published  by  the  Asso- 
ciation of  Importers  wholesalers  in  Indonesia,  1955-1957  Staatsblad  1935,  No.  23,  and 
Staatsblad  1935  Bis,  108,  137-225.  This  ordinance  was  based  on  an  earlier  one,  e.g., 
"Crisis  Invoer  Ordinantie  1933"  {Staatsblad  1933,  No.  349),  which  gave  the  former 
Government  authority  to  make  regulations  in  the  import  sector. 
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dustries,  and  (c)  the  European  distribution  system  (read  Dutch),  against 
Japanese  economic  penetration  into  the  Indonesian  market. 

Japanese  competition  was  felt  strongly  from  1929  onwards,  par- 
ticularly in  the  field  of  textile  products  and  other  consumer  goods.  The 
Japanese  were  able  to  control  the  Indonesian  textile  market  as  well  as  the 
other  consumers  market  with  their  extremely  low-priced  products.  The 
quality  was  in  many  cases  bad.  At  the  same  time,  the  Japanese  began  to 
build  up  in  Indonesia  their  own  distribution  system,  wholesale  as  well  as 
retail,  so  as  not  to  be  dependent  on  European  importers.  The  result  was 
that  although  on  the  one  hand  Indonesian  consumers  profited  from  the 
lower  textile  prices,  the  European  textile  industries  and  the  Dutch  distri- 
bution system  were  on  the  other  hand  adversely  affected.  In  order  to 
protect  their  interests,  the  former  colonial  Government  passed  the  above- 
mentioned  regulations  in  1933  and  1935. 

According  to  the  author  in  an  interview  with  one  of  the  managers  of 
the  "Dutch  Big  Five",  this  policy  was  an  expression  of  an  extreme  colonial 
policy. 

"Borsumij",  one  of  the  "Big  Five",  was  the  first  European  (read 
Dutch)  firm  which  opened  a  branch  office  in  Osaka  (Japan).  This  office 
was  involved  in  the  importation  of  cheap  Japanese  textiles  by  Indonesia, 
particularly  white  cambrics,  which  was  of  considerable  importance  to  the 
batik  industry. 

Although  the  purpose  of  the  regulations  was  partly  for  the  protection 
of  local  industries,  the  main  reason  for  control  was,  however,  for  the 
preservation  of  the  Western  industries.  As  in  the  other  colonies,  there  was 
also  in  Indonesia  a  conflict  of  interest  between  those  who  profited  ft-om 
the  export  of  raw  materials,  and  thus  wanted  low  wages  in  Indonesia,  and 
those  who  represented  Western  industries  and  their  distribution  system 
and  profited  from  a  higher  level  of  purchasing  power.  In  some  cases, 
however,  these  conflicting  interests  were  all  found  within  one  and  the 
same  organization. 

Internatio,  Borsumij,  Jacobson  van  den  Berg,  and  Geo  Wehry  (all  of 
them  belong  to  the  "Big  Five")  are  examples  of  enterprises  that  not 
only  imported  Dutch  products,  but  also  had  their  own  estates,  the  pro- 
ducts of  which  they  exported.  Beside,  they  also  financed  local  industries. 
For  an  illustration  of  their  widely  diversified  interests,  let  us  take  Bor- 
sumij and  Internatio. 
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Borsumij- 

AfTiliated  Industries: 

1.  N.V.  Oranje  Bierbrouwerij  (beer-brewery) 

2.  Nebritex  (Textile  mill) 

3.  N.V.  Lak  —  en  VerfTabriek  "Batavia"  (Lacquer  and  paint  factory) 

4.  Accufabriek  "Nagel"  (battery  factory) 
,5.  Hima  Rijwielfabriek  (bicycle  factory) 

6.  Ligrvoet's  fabrieken  (foundry) 

7.  Leerfabriek  "jacatra"  (leather  factory) 

8.  N.V.  Drukkerij  Fuhri  (printing  shop) 

9.  Pharmaceutical  Industry  "Isamy" 


Exclusive  agents  for: 

1.  N.V.  Proctor  &  Gamble's  Fabriek 
(Margarine,  etc.) 

2.  Handel  Mij  Concern  ten  Wolde  N.V. 
(Chocolate) 

3.  N.V.  Amsterdam  Likeurstokerij  Lootsje 
"der  Erven  Lucas  Bols" 

4.  Burrough's  Adding  Machine  Co.,  Ltd. 

5.  Westinghouse  Electric  International  Co. 

6.  Frieden  Calculating  Machine  Co. 

7.  The  Quaker  Oats  Co. 

8.  The  Chilinton  Tool  Co.,  Ted. 

9.  The  Raleigh  Cycle  Co.,  Ted 

10.  Gillette  Industries,  Ltd. 

11.  Kimpton  &  Sons  WS  (Flour) 

12.  E.  Paillard  &  Cie.,  S.A. 

13.  Sam  D.  Modiano  S.A. 


Surabaya 

Surabaya 

Amsterdam 
Detroit 
New  York 
San  Leandro, 
California 
Chicago 
Wolver- 
hampton 
Nottingham 
London 
Melbourne 
Yverdon 
Trieste 


Intematio'' 

Affiliated  Industries: 

1.  Fosfaatbedrijf  (Phosphate  Industry) 

2.  Papierfabrieken  in  Padalarang  and  Letjes  (Paper  Factories) 

3.  Preanger  Bontwerverij  at  Garut  (Weaving  Mill) 

4.  Chemische  Industrie  Handel  Mij  Sepangdjang  (Chemical  Factory) 

5.  Ned.  Ind.  Charmotte  &  Klei  Industrie  (Clay  Industry) 

6.  N.V.  Handel  Mij  C.F.  Morten  Java 

2  Advertisement  in  Economisch  Weekblad,  December  18,  1958,  No.  51 

3  Advertisement  in  Economisch  Weekblad,  October  30,  1948,  No.  44 
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Estates:  Sugar  Factories,  and  other  agricultural  estates. 
Shipping:  Koninklijke  Rotterdamsche  Lloyd,  N.V. 
N.V.  Holland-Amerika  Lijn. 

In  addition  to  the  importation  of  cheap  Japanese  products,  there  were 
also  Japanese  importers,  wholesalers  and  retailers  who  were  domiciled  in 
Indonesia.  This  constituted  an  economic  menace  and  a  political  threat  as 
well.  So  the  licensing  regulations  were,  in  effect,  directed  toward  preven- 
ting the  existing  distribution  system  from  being  replaced  by  that  of  the 
Japanese. 

Allen  and  Donnithorne  wrote  the  following  statement  regarding  these 
Dutch  discriminatory  regulations: 

"After  1933  quotas  were  allotted  for  many  import  items^  against  which  licences  were 
issued.  There  was  discrimination  in  favour  of  Dutch  goods,  while  bilateral  trade  agree- 
ments were  concluded  with  other  countries.  Since  this  licensing  system  imposed  restric- 
tions on  certain  import  goods  and  allotted  quotas  to  established  importers  for  the  im- 
portation thereof,  it  was,  in  effect,  aimed  at  protecting  the  existing,  mainly  European, 
commercial  houses  against  Japanese  compedtion.  This  new  policy  was  applied  to  ship- 
ping and  to  movements  of  both  persons  and  trade.  If  hitherto  ships  sailing  under 
foreign  flags  were  allowed  to  engage  freely  in  both  coastal  and  foreign  trade,  regula- 
tions were  now  issued  stipulating  that  the  coastal  trade  was  hencefordi  earmarked  ex- 
clusively for^Dutch  ships  and  that  a  portion  of  export  trade  would  have  to  be  carried  in 
these  vessels."* 

Although  these  regulations  had  as  purpose  the  allotment  of  fixed  im- 
port quotas  to  certified  importers  according  to  their  so-called  "redelijk 
belang"  (percentage  based  on  historical  import  figures),  in  which  the 
position  of  the  new  importers  was  also  fully  acknowledged,  there  were,  in 
practice,  many  irregularities  that  were  unavoidable.  The  old  Dutch  houses 
which  were  closely  related  with  Dutch  industries  and  exporters  over  a 
long  period  of  time  were  able  to  profit  greatly  from  the  quota  and  licen- 
sing system.  This  was  not,  however,  the  case  with  regard  to  the  new  Asian 
importers,  because  their  connections  were  mainly  with  Japan.  Firsdy,  they 
had  no  previous  relations  with  Europe  and,  secondly,  they  lacked  the 
capital  to  finance  the  changeover.  That  they  did  not  have  branches  may 
also  be  mentioned  as  an  additional  factor.  The  Dutch  import  houses  had 
their  main  organization  in  Holland  and  had  been  able  to  profit  from  the 
sources  of  the  world  money  market. 

According  to  the  author  these  regulations  were  successful  from  the 
Dutch  point  of  view,  that  is,  to  protect  their  interests,  but  it  limited  the 
consumers  choice  and  prevented  our  consumers  from  buying  the  cheaper 
goods  that  were,  in  fact,  available  at  that  time. 


4  Allen,  G.C.  and  Aundrcy  G.  Donnithorne,  Western  Enterprise  in  Indonesia  and  Malaya;  a 
Study  in  Economic  Development  (New  York,  Macmillan,  1957)  p.  35-36 
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2.  Foreign  Exchange  Ordinance  No.  291,  1940  ' 

The  foreign  exchange  situation  in  1939  was  completely  different  from 
that  of  the  previous  years.  Foreign  exchange  reserves  were  such  as  to  make 
it  impossible  to  import  as  much  as  previously.  The  purpose  was  not  to 
impede  Japanese  economic  penetration,  but  to  limit  imports  so  as  to  con- 
serve foreign  exchange. 

Shortly  afterwards  came  the  Japanese  occupation. 


POST-WAR  REGULATIONS 

1.  Period  1945-1949  (in  the  still  "Dutch  Occupied  Areas"  only) 

During  World  War  II  (1942-1945),  the  Dutch  government  in  exile 
made  preparations  for  its  return  to  Indonesia.  One  of  its  objectives  was  to 
rebuilt  its  commercial  structure  in  the  still  Dutch  occupied  areas.  This  was 
necessary  because  following  the  Japanese  occupation  (1942-1945),  the 
import  apparatus  was  not  able  to  perform  its  functions  properly  owing  to 
lack,  of  capital  and  personnel.^  Indonesia  proclaimed  her  Independence 
in  August  17,  1945. 

In  1945  the  former  colonial  government  established  a  body  called 
"Nigieo"  (Netherlands  Indies  Government  Import  and  Export  Orga- 
nization).' It  was  to  be  the  only  official  body  to  carry  out  the  import  and 
export  activities  in  Indonesia.  The  financing  of  all  commercial  activities 
was  done  by  the  Dutch  Government.  The  objective  of  "Nigieo"  was  to 
help  rehabilitate  the  private  (read  Dutch)  import-export  business  as  soon 
as  possible. 

During  that  period  (1945-1947),  "Nigieo"  had  420  staff  employees, 
of  whom  some  285  were,  at  the  same  dme,  employees  of  the  Dutch  im- 
porters.' These  employees,  therefore,  had  close  reladonships  with  the  top 
management  of  the  Dutch  houses,  and  the  writer  feels  that  they  were 
loaned  to  the  government  because  they  were  expected  to  give  the  various 
import  firms  (which  are  in  fact  their  employers)  the  necessary  facilides  to 
build  up  their  own  organizadon  within  the  shortest  dme  possible. 

5  Diviezen  Verordening  Staatsblad  No.  291,  1940 

6  This  was  the  problem  when  the  Allied  Forces  landed  in  Indonesia  and  the  Dutcli  took 
over  the  "administration"  in  1945.  At  that  time  (August  17,  1945)  we  had  proclaimed 
our  mdependence,  but  in  spite  of  that  the  administration  on  the  occupied  areas  was 
given  to  the  Dutch. 

7  Saroso  W.,  "Masalaah  Perdagangan  dan  Politiek  Ekonomi",  op.  cit.,  p.  1 1 1 

8  Ibid.,  p.  1 13 
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For  the  purpose  of  allocating  the  goods  imported  by  "Nigieo"  a  new 
body  was  created,  called  "Sipet"  (Sdchting  Invoerplan  en  Toewijzingen  or 
Foundation  for  Import  Planning  and  Allocadon).^ 

In  carrying  out  its  duties,  "Sipet"  used  as  its  basic  allocation  prin- 
ciple the  so-called  "historisch  belang  percentage"  (historical  right  per- 
centage). This  was  obtained  from  stadsdcs  compiled  during  the  "basic 
period",  that  is,  the  Pre- World  War  II  period.  This  was  jusdfied  on  the 
following  grounds  (from  the  colonial  Government  point  of  view): 

1.  The  necessity  of  taking  immediate  action  with  a  view  to  reviving  the 
import  and  export  trade  after  1945. 

2.  The  necessity  of  rehabilitating  as  soon  as  possible  the  import  and  ex- 
port machinery  that  has  the  experience  and  knowhow  with  a  view  to 
enabling  the  private  enterprises  to  regain  their  old  posidons  as  soon 
as  possible  too. 

3.  The  pre-war  allocation  as  a  reasonable  basis,  on  which  to  allocate 
scarce  foreign  exchange. 

It  was,  of  course,  the  purpose  of  the  colonial  government  to  protect 
the  Dutch  firms  in  their  endeavour  to  rehabilitate  their  business  in  Indo- 
nesia. The  import  stadsdcal  figures  for  1929  through  1933  had  been  taken 
as  basis  for  the  allocation  of  foreign  exchange.  Since  most  of  the  import 
trade  prior  to  World  War  II  was  in  the  hands  of  Dutch  firms,  this  was,  in 
effect,  solely  the  rehabilitation  of  Dutch  interests,  because  75  percent  of 
the  allocation  based  on  the  historical  right  percentages  went  to  Euro- 
pean (read  Dutch)  firms  while  the  remaining  25  percent,  consdtudng  the 
share  of  the  German  and  Japanese  importers,  had  been  allotted  to  the 
Indonesian  newcomers.'"  However,  each  newcomer's  allocation  was  so 
small,  and  had  even  become  smaller  as  the  quota  was  spread  among  so 
many  items,  that  in  practice  most  of  the  newcomers  were  forced  to  sell 
their  rights  to  the  Dutch  firms. 

In  1946  "Nigieo"  imported  fl.  281  million  worth  of  goods,  and  in 
1947  fl.  432  million." 

After  a  time  it  was  felt  that  "Nigieo"  could  not  maintain  its  monopo- 
listic position,  and  a  new  business  structure  was  considered  necessary.  In 
addition,  the  colonial  government  felt  that  the  private  business  houses 
(read  Dutch)  were  quite  able  to  take  over  some  of  its  dudes.  Therefore, 
on  October  1,  1947,  the  "A.I.O."  (Stichdng  Algemene  Import  Organisa- 


9  Economisch  Weekblad,  No.  7,  February  18,  1950 

10  Saroso  W.,  op.  cit.,  p.  112 

1 1  Ibid.,  p.  1 1 1 
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tie  —  General  Import  Organization)  came  into  being. This  body  assisted 
in  the  providing  of  the  financing  needed  by  importers  and  helped  coor- 
dinate and  supervise  their  work.  The  financing  covered  almost  the  com- 
plete fiow  of  goods  from  the  foreign  suppliers  until  they  were  sold  to  the 
consumers  or  users.  The  proceeds  were  then  transfered  to  the  "A.I.O.". 
This  aided  the  vested  interests  in  their  comeback.  The  money  received  by 
the  importers  had  to  be  sent  to  the  "A.I.O."  There  was  a  time  lag, 
however,  between  the  receipt  and  transfer  of  the  funds.  This  "permanent 
time  lag"  —  perhaps  three  months  or  so  in  length  —  was  a  kind  of  addi- 
tional working  capital. 

A  second  task  of  the  "A.I.O."  was  to  assist  the  colonial  government  in 
the  field  of  administration  and  organization,  including  an  evaluation  of 
the  importer'  performance.  But  the  trouble  was  that  the  management  of 
the  "A.I.O."  was  in  the  hands  of  "employees"  of  the  import  houses.  The 
writer  questions  their  objectivity  in  doing  this  evaluation.  In  order  to 
assist  the  former  coloriial  government  to  coordinate  and  control  the  im- 
port business,  the  so-called  convenant  system  was  introduced. 


CONVENANT  SYSTEM 
i.  Background 

About  the  middle  of  1947  the  necessity  to  set  up  a  working-committee 
was  urgently  felt  by  the  Dutch  importers.  Importers  (mostly  Dutch)  re- 
quired such  working-committees  to  serve  as  contact  agents  with  various 
government  departments.  It  was  necessary  that  they  also  be  in  close  touch 
with  such  institutions  as  "Sipet",  "Nigieo",  "A.I.O."  and  the  like.  The 
working-committee,  which  was  finally  established,  served  as  the  fore- 
runner of  the  "convenant"  system.  The  existence  of  so  many  import 
regulations  made  it  impossible  for  the  committee  to  perform  adequately. 

About  the  same  time  a  decision  was  also  made  to  transform  the  va- 
rious sections  of  the  import  apparatus  into  "convenants".  After  nego- 
tiating with  the  Department  of  Economic  Affairs,  ten  Central  Convenants 
were  established,  the  number  being  later  reduced  to  nine.  These  were  as 
follows:  (1)  Textiles;  (2)  Foods  and  Drinks;  (3)  Small  Wares; 
(4)  Graphic  Industrial  Materials;  (5)  Metal  Wares;  (6)  Pharmaceutical 


12  Ibid.,  p.  113 

13  This  chapter  is  based  on  the  following  publications  and  the  author's  experience: 
(a)  Letter  of  the  Association  of  Wholesalers  and  Importers  (Dutch-NIVIG)  to  the  Head 
of  Trade  of  the  Department  of  Economic  Affairs;  (b)  Internal  report  written  by  the 
NIVIG;  (c)  Bulletins  by  the  "Hoofd  Convenant"  No.  H.C.  7,  dated  October  18,  1947 
No.  H.C.  244/55  dated  August  25,  1949,  No,  284/64  dated  January  1,  1950,  No.  329/79 
dated  June  20,  1950 
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Articles;  (7)  Materials  for  the  Batik  Industry;  (8)  Fertilizers,  Chemicals 
and  Packing  Materials,  and  (9)  Technical  Articles. 

Because  so  many  kinds  of  goods  were  involved,  the  Central  Con- 
venant  was  divided  into  sub-convenants  in  an  attempt  to  improve  effi- 
ciency. Since  this  division  reflected  existing  condidons  in  Jakarta,  other 
large  towns  and  cities  formed  a  representative  system  of  their  own,  charg- 
ed with  the  task  of  setting  up  of  local  convenants. 

Members  of  the  local  convenants  consisted  of  those  member  im- 
porters who  possess  branches  in  the  localities  concerned. 

Basically,  then,  the  colonial  government  utilized  the  knowledge  of  the 
importers  to  draft  import  plans  and  to  apply  their  specific  technical 
knowhow  in  import  matters. 

a.  Framework  of  the  Convenant  System 

The  organization  which  embraced  all  convenants  was  called  the 
"Chief  Convenant"'S  founded  by  order  of  the  Trade  Office  of  the 
Department  of  Economic  Affairs  and  implemented  by  the  Executive 
Board  of  the  "V.I. G.I."  (Association  of  Importers  and  Wholesalers)  do- 
minated by  Dutch  houses,  on  September  11,  1947. 

The  Executive  Board  of  the  "Chief  Convenant"  consisted  of  the  chair- 
man and  two  vice  chairman  of  the  "V.I. G.I."  as  the  permanent  nucleus 
body,  with  more  members  added  to  it,  if  considered  necessary,  such  as  the 
"Chief  Convenant"  and  the  Secretaries  of  Central  Convenants  to  a  con- 
ference together  with  the  Executive  Board  of  the  "Chief  Convenant".  Its 
functions  were  as  follows: 

1 .  To  exercise  control  and  to  see  to  it  that  all  rules  connected  with  the 
convenants  were  obeyed.  The  "Chief  Convenant"  was  authorized  to 
give  directives  and  advices  to  the  convenants  under  its  jurisdiction. 

2.  To  propose  the  adopdon  of  addidonal  rules  to  the  Department  of 
Economic  Affairs,  if  necessary. 

3.  In  specific  instances,  to  take  action,  should  it  be  regarded  essential  to 
settle  such  issues  at  the  top  level. 

4.  To  settle  internal  conflicts  which  might  arise  among  members  of  the 
convenants.  Whenever  possible,  matters  stipulated  in  point  four 
should  be  setded  by  the  "Chief  Convenant"  with  the  understanding 
that  all  parties  concerned  would  abide  by  its  recommendations.  As  a 
last  resort,  however,  these  members  were  entitled  to  submit  their 
grievances  to  the  Department  of  Economic  Affairs. 


14  Original  text  was  "Hoofd  —  Convenant" 
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5.  The  "Chief  Convenants"  and  other  convenants  were  required  to  im- 
part and  furnish  information  to  their  members  and  other  interested 
agencies.  This  might  be  undertaken  through  circulars,  meetings,  etc. 

Hi.  Central  Convenants 

All  imported  goods  were  divided  into  nine  separate  categories.  A  Cen- 
tral Convenant  was  set  up  for  each  such  category  and  so  nine  "Central 
Convenants",  themselves  re-divided  into  sub-convenants,  were  esta- 
blished. They  included:  (1)  the  Central  Textile  Convenant,  with  sub-con- 
venants in  White  Cambrics,  Batik  Greys,  White  Shirtings,  Fancies,  Home- 
made Textiles;  (2)  the  Central  Convenant  of  Technical  Commodities, 
with  sub-convenants  in  Building  Materials,  Metals,  Railway  Products, 
Iron  Wares  and  Tools,  etc.  There  were  in  total  nine  "Central  Con- 
venants", but  only  one  "Chief  Convenant"  (Hoofd-Convenant). 

All  Central  and  Sub-convenants  were  situated  in  Jakarta  and,  as  was 
already  pointed  out,  representatives  were  assigned  in  other  localities  out- 
side Jakarta  for  members  which  possessed  branches  there. 

Their  functions  might  be  formulated  as  follows: 

1.  To  prepare  joint  planning  programs  in  cooperation  with  the  Central 
Office  for  Imports. 

2.  To  offer  recommendations  for  new  purchases  as  to  quantity,  quality, 
methods  of  work,  etc. 

3.  To  set  up  an  administrative  organization  responsible  for: 

a.  inventories  of  goods  under  its  jurisdiction  (embracing  areas 
throughout  Indonesia),  and 

b.  checking  import  goods  which  were  ordered. 

This  organization  was  to  see  to  it  that  raw  materials  be  distributed  ef- 
ficiently. 

4.  To  undertake"  the  distribution  of  goods  which  had  arrived  in  the 
various  areas  in  Indonesia. 

5.  To  arrange  distribution  of  controlled  goods. 

6.  To  control  and,  if  necessary,  to  organize  the  sale  of  goods  exempted 
from  the  allocation  list.  Its  function  was  to  stipulate  which  goods 
might  be  subjected  to  free  sales  with  their  prices  put  under  control. 

7.  To  promote  contact  with  local  convenants  which,  in  principle,  were 
charged  with  the  task  of: 

a.  ascertaining  distribution  packets 

b.  setting  up  an  administrative  system  for  local  supplies,  and 

c.  Passing  local  rules  on  free  sales. 

Local  convenants  performed  an  important  role  in  the  distribution  of 
merchandise,  since  they  were  well  informed  on  local  condidons. 

8.  To  help  the  government  agencies  in  matters  concerning  import  per- 
mits, etc.  regarded  as  essential  by  the  agencies  concerned.  This  factor, 
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for  instance,  was  closely  related  with  certain  particular  specifications 
of  Sonne  types  of  import  goods. 

A  brief  note  on  the  operation  of  the  Textile  Convenant  will  serve  to 
indicate  how  the  Central  Convenant  worked.  This  Convenant  was  re- 
quired to  perform  the  following  tasks: 

1.  To  prepare  annual  purchasing  plans. 

2.  To  serve  as  the  central  organization  in  its  relation  with  local  con- 
venants. 

3.  To  undertake  the  distribution  of  textiles  which  had  arrived,  and  to 
exercise  control  on  such  distribution. 

4.  To  insure  that  distribution  was  based  on  the  ."historical  percentage" 
data. 

5.  To  promote  relations  with  foreign  exporters.  ' 

6.  To  offer  its  recommendations  on  new  purchases,  shipments  etc. 

7.  To  collect  and  impart  information  considered  essential  to  textile  im- 
porters. 

iv.  Sub-Convenants 

The  function  of  the  Sub-Convenants  was  to  implement  the  distri- 
bution of  import  goods.  This  included: 

1.  The  creation  of  an  administrative  system  for  local  supplies. 

2.  The  drawing-up  of  distribution  schemes  with  the  consent  of  local 
governmental  agencies. 

3.  The  implementation  of  the  above-mentioned  distribution  schemes. 
Specifically  they  should  scjC  to  it  that  goods  passed  through  legitimate 
channels. 

V.  Conclusion 

From  the  information  that  was  available,  it  may  be  concluded  that  all 
importers  (Dutch)  were  invited  to  take  an  active  part  in  the  import  trade 
and  make  full  use  of  their  technical  know-how.  With  the  help  of  the  colo- 
nial agencies  they  were  able  to  carry  out  their  plans  and  promote  the  dis- 
tribution of  their  imported  goods.  Together  with  those  connected  with 
the  distribution  of  their  commodities,  the  Dutch  importer  created  the  so- 
called  convenant  system  and  divided  it  into: 

1.  Chief  Convenant,  regarded  as  an  all-embracing  organization  with 
nine  Central  Convenants  under  its  jurisdiction. 

2.  Central  Convenants,  conforming  to  the  nine  import  categories. 

3.  Sub-Convenants,  consdtuting  sub-divisions  of  each  Central  Con- 
venant. 

To  our  knowledge,  the  Dutch  importers  were  vested  with  extensive 
power.  In  practice  they  were  the  ones  who  drew  up  plans  and  organized 
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distribution.  With  the  adoption  of  the  "historical  figures"  system,  they 
played  the  most  important,  and  in  certain  cases  decisive,  role,  since  they 
enjoyed  the  highest  "historical  figures"  rates. 

They  benefited  fi-om  this  system  because  every  major  importer  knew 
in  advance  which  commodities  they  would  be  importing.  So  they  could 
advise  their  head-ofilces  in  Holland  to  supply  the  required  goods.  More- 
over, they  could  ensure  the  presence  of  their  monopoly  articles  (well- 
known  brands  for  which  they  have  the  exclusive  agencies)  in  the  desired 
quantities,  thus  enabling  them  to  maintain  a  continuity  in  their  supplies. 

2.  Period  from  Transfer  of  Sovereignty  in  December  1949  until  the 
"B.E.  System" 

After  the  transfer  of  sovereignty  on  March  13,  1950,  the  first  measure 
that  was  taken  was  in  the  form  of  an  Exchange  Certificate  system.  Under 
this  system,  the  effective  import  rate  was  300  percent  and  the  effective  ex- 
port rate  200  percent  of  the  official  rate  of  exchange,  except  in  the  case  of 
imports  of  capital  goods.  In  the  words  of  Schmitt: 

"Parity  was  retained  until  March  13,  1950.  From  that  date  onwards  importers  were  re- 
quired to  submit,  in  addition  to  the  full  value  of  their  imports  in  local  currency  at  the 
official  rates,  also  certificates  showing  the  right  to  import  goods  and  services  up  to  the 
nominal  value  of  the  certificate  surrendered.  The  effective  import  rate  would  then  be 
300  percent  of  par,  the  effective  export  rate  200  percent." 

A  week  later,  the  rupiah  was  figuratively  and  literally  cut  in  two,  half  of  it 
not  being  valid  as  legal  tender  and  the  other  converted  into  a  3  percent 
forty-year  loan  to  the  Government. 

During  this  period  the  "free  list"  system  was  introduced. This  means 
that  certain  goods  like  some  particular  kinds  of  textiles  were  put  on  the 
free  list,  for  which  an  unlimited  amount  of  foreign  exchange  was  made 
available,  while  all  controls  over  their  prices  and  manner  of  distribution 
were  abolished.  In  July,  1950,  almost  all  imported  goods  were  put  on  the 
free  list." 

The  above  system  developed  into  another  system  known  as  the  "ft-ee 
fight  for  all".  Its  purpose  was  to  encourage  more  initiative,  competition. 


15  H.O.  Schmitt,  Some  Monetary  and  Fiscal  Consequences  of  Social  Conflict  in  Indonesia.  mO-19'>7 
(unpublished  doctoral  dissertation.  University  of  California  Berkeley  1959)  -  this  quota- 
tion was  taken  from  one  of  his  drafts  which  the  writer  received  from  the  author  Chapter 
II,  page  14 


16  Saroso  W.,  op.  cil.,  p.  117 

17  Ibid. 
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and  willingness  to  accept  risks  on  the  part  of  the  importers.'*  Thanks  to 
this  system,  the  principle  of  "historical  percentage"  was  entirely  aban- 
doned. The  office  designated  to  check  the  price  and  quality  of  the  va- 
rious offers  and  to  issue  import  licences  was  the  Central  Office  for  Im- 
ports (CKI)  which  was  known  later  as  "Kantor  Urusan  Impor"  (KPUI) 
(Office  for  Import  Affairs). 

However,  as  a  result  of  this  system,  the  "week  importers"  were  put  at 
a  considerable  disadvantage  because  they  were  not  only  weak  in  manage- 
ment but  also  short  of  finance.  To  make  matters  worse,  they  also  had  very 
limited  commercial  contacts  and  experience.  Many  of  the  Indonesia  firms 
belonged  to  this  group.  In  order  to  help  them  in  their  development,  the 
"Benteng  System"  was  introduced  in  March  1950."  Under  this  system, 
goods  such  as  textiles  could  only  be  imported  by  these  so-called  "Ben- 
teng" importers,  for  the  financing  of  which  they  received  special  credit 
facilities  from  Bank  Negara  Indonesia,  a  state  bank. 

In  March  1951  goods,  which  were  originally  not  included  in  the  im- 
port planning,  were  allowed  to  be  imported  against  an  extra  payment  in 
the  form  of  a  "Bukti  Indusemen"  (Inducement  Certificate).  These  were 
generally  luxury  goods  —  textiles,  such  as  Sharkskin,  10096  Wool  and  10096 
Voile.  These  inducement  certificates  were  issued  to  exporters  who 
exported  certain  kinds  of  products.  These  were  sold  on  the  market 
through  the  Central  Bank.  When  the  number  of  export  goods,  which 
yielded  the  inducement  certificates  was  limited.  Bank  Indonesia  (Central 
Bank)  issued  the  certificates  against  a  fixed  price  which  was  200  percent  of 
the  nominal  rupiah  value.  This  had  as  purpose  the  stabilization  of  the  cost 
calculation  of  the  imported  goods. 

In  April,  1951,  some  modifications  were  made  in  the  Benteng 
system.^"  Formerly,  the  Benteng  importer  were  each  given  a  certain 
allocation.  Under  the  new  regulation,  the  allocation  was  made  for  the 
Benteng  group  as  a  whole,  so  that  there  would  be  some  competition 
among  the  members.  For  this  reason,  the  credit  facilities  previously  given 
by  Bank  Negara  Indonesia  were  no  longer  extended. 

Since  the  transfer  of  sovereignty  in  1949,  some  of  the  importers  had 
reached  a  position  of  stfenght  and  as  such  they  could  no  longer  be  termed 
as  weak  importers.  Therefore,  the  quesdon  that  now  arose  was  "which 
importers  still  had  the  right  to  receive  protection  from  the  Benteng  Sys- 
tem". Opinions  among  the  leading  businessmen  about  this  differed  wide- 

18  Saroso  W.,  op.  cit.,  p.  117 

19  Saroso  W.,  op.  cit.,  p.  118 

20  Ibid. 
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Another  problem  was  about  those  importers  who  did  not  develop  at 
all  despite  the  opportunities  and  facilities  provided  by  the  Government, 
some  dating  to  as  far  back  as  1945.  Did  such  importers  continue  to  merit 
protection?  My  purpose  is  not  to  evaluate  the  success  or  otherwise  of  the 
Benteng  system,  but  to  give  an  oudine  of  the  system  as  it  was. 

THE  B.E.D.  (D.E.B.)  SYSTEM'^' 

On  February  4,  1952,  the  Exchange  Certificate  System  was  abolished. 
Instead,  a  new  reguladon,  known  as  the  "B.E.D.  System",  was  intro- 
duced. This  system  was  a  kind  of  an  incentive  for  exporters  who  ex- 
ported goods  to  the  United  States.  It  was  given  in  the  form  of  a  premium 
certificate  which  had  to  be  produced  by  importers  who  wanted  to  import 
goods  from  the  United  States.  Regarding  the  purpose  of  this  regulation, 
Schmitt  has  made  the  following  comments: 

"Consequently,  on  February  4,  1952,  the  exchange  certificate  system  was  abolished. 
Wnh  it  went  the  last  remnant  of  the  inheritance  of  1950.  What  came  in  its  place  was  not 
yet  a  completely  thought-out  system,  however,  but  rather  a  set  of  measures  of  a  more 
tentative  nature.  No  formal  devaluation  was  introduced.  Instead  the  Bank  Indonesia, 
together  with  the  Exchange  Institute,  was  empowered  from  time  to  time  to  set  its  own 
buying  and  selling  rates  for  foreign  e-xchange.  It  immediately  set  both  at  300  percent  of 
the  former  value,  abandoning  the  differential  between  them,  and  there-by  forfeiting  it 
as  a  source  of  government  revenue". 

"  ....  on  the  import  side  the  "Inducement  cerdficate"  continued  to  be  required  for  an 
expanded  list  of  luxuries.  In  addition,  special  attention  was  given  to  the  problem  of 
dwindling  dollar  reserves.  By  requiring  a  certificate  (BukdEksporDollarB.E.D.)  of  im- 
porters from  dollar  areas  {Canada  and  the  U.S.A.)  to  be  purchased  from  exporters  to 
these  areas,  it  was  thought  possible  to  change  the  direction  of  exports  into  the  origins 
ol  imports. "^^ 

Our  comment  on  the  last  statement  of  Schmitt  is  that  from  expe- 
rience it  was  clear  that  most  importers  preferred  to  buy  from  Japan, 
which  belonged  to  the  dollar  area  at  that  time.  The  possibility  for  this 
preference  was  that  Japanese  brands  were  better  known  in  Indonesia.  The 
time  of  delivery  was,  moreover,  much  shorter  compared  to  that  from  the 
U.S.A.  This  was  especially  true  in  the  case  of  textiles. 

THE  "T.P.I."  SYSTEM,  1952^^ 

On  August  II,  1952,  a  new  system  was  introduced  -  the  so-called 
"Tambahan  Pembayaran  Impor  (T.P.I.)(Import  Surcharge)".The  import 

21  Foreign  Exchange  Institute  (LAAPLN),  Announcement  No.  39,  February  4,  1952 

22  H.O.  Schmitt,  op.  cit..  Chapter  II,  p.  49 

23  Mtnisicrof  Economic  Affairs,  Ordinance  No.  10360/M  August  1 1,  1952  and  Decision  of 
the  Prime  Minister  No.  202/PM/I952,  August  11,  1952 
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commodities  were  divided  into  several  groups  and  for  each  group  a  cer- 
tain percentage  of  surcharge  (import)  was  levied. 

This  regulation  was  followed  by  another  in  April,  1953,  mainly  on  ac- 
count of  the  declining  rubber  prices.  At  that  time,  rubber  prices  had 
declined  by  about  35  percent.  As  a  result,  rubber  exports  were  scarcely 
profitable,  so  businessmen  turned  to  imports.  It  was  esdmated  that  some 
Rp.  3.5  billion  of  the  Rp.  6  billion  in  circuladon  was  in  the  hands  of 
businessmen  who  were  direcdy  or  indirecdy  concerned  with  the  whole- 
sale and  import  trades.  And  most  of  them  were  foreign  merchants. 

Since  foreign  exchange  was  scarce,  mainly  on  account  of  the  decline  in 
rubber  prices,  there  existed  an  inflationary  threat  caused  by  the  existence 
of  "hot  money".  To  meet  the  problems,  the  Government  had  two  alter- 
natives: 

a.  To  allocate  a  fixed  amount  of  foreign  exchange  to  each  importer, 
which,  in  effect,  was  a  return  to  the  "Historical  Right  Percentage 
(Historisch  Belang  Percentage)"  which  had  already  been  abolished.  At 
that  time,  there  were  some  6.000  importers.  The  quesdon  was,  then, 
the  basis  on  which  the  allocadon  should  be  done.  A  disadvantage  of 
this  alternative  was  that  under  such  a  policy  the  overhead  cost  of  each 
importer  would  be  very  high  in  reladon  to  the  transacdons  he  carried 
out,  and  this  would  hinder  the  development  of  active  and  dynamic 
business. 

b.  The  alternative  that  would  be  chosen  was  to  maintain  compeddon 
among  importers.  So  the  Government  decided  to  introduce  the 
"T.P.I."  system. 

The  import  goods  were  divided  into  four  categories: 

i.  Group  A:  Essendal  goods'—  no  "T.P.I." 

ii.  Group  fi,  and       Classified  as  semi-essential,  respectively  331  per- 
cent and  100  percent 

iii.  Group  C:  Classified  as  De  Luxe.  The  surcharge  was  200  percent 

iv.  Group  d:  Goods,  which  fell  under  this  classificadon,  were  not  per- 
mitted to  be  imported. 

To  reduce  the  demand  for  foreign  exchange,  and  also  to  withdraw 
currency  for  a  certain  period  from  circulation,  an  importer  had  to  deposit 
40  percent  of  the  nominal  value  of  the  goods  before  receiving  the  rele- 
vant import  license.  This  deposit  was  increased  to  75  percent  on  April  1, 
1953,"  and  in  October  1953  decreased  to  50  percent.-' 


24  Bank  Indonesia  Report,  1952/1953,  p.  104 

25  Bank  Indonesia  Report,  1953/1954,  p.  92 

18 


TRADE  REGULATIONS  IN  INDONESIA 


To  stimulate  exports,  and  at  the  same  time  deter  imports,  the  induce- 
ment system  was  again  introduced,  designed  especially  for  goods  in 
groups  B2  and  C.-''  Thus  in  August,  1952,  an  export  inducement  measure 
was  reintroduced  for  specified  indigenous  products,  by  which  exporters 
were  given  a  freely  negotiable  claim  to  foreign  exchange  for  imports 
(Bukti  Indusemen  —  "B.I.")  the  value  of  which,  depending  on  the  pro- 
ducts, varied  from  6  percent  to  10  percent  of  the  official  equivalent  of  the 
Yielded  currency.  The  intention  was,  inter  alia,  to  improve  the  quality  of 
the  national  product.  From  the  32  and  C  groups  of  imports,  against 
which  the  "T.P.I"  surcharges  of  100  percent  and  200  percent  respectively 
of  the  official  rupiah  equivalents  were  applicable,  a  number  of  articles 
were  at  the  same  time  selected,  mostly  provisions  and  beverages,  for 
which  foreign  exchanges  permits  for  imports  would  henceforth  be  issued 
only  against  the  production  of  inducement  vouchers  to  the  nominal 
values  that  were  equal  to  the  official  counter-values  of  the  foreign  curren- 
cies required  for  such  imports. 


THE  PERIOD  OF  "PERATURAN  EKONOMI  (ECONOMIC 
REGULATIONS)  1953-1953" 

During  this  period  the  Government's  debt  to  the  Central  Bank  had 
reached  a  high  level.  This  debt,  together  with  the  cumulative  effects  of  the 
deficits  of  previous  years,  enhanced  the  inflationary  pressures  to  a  con- 
siderable extent.  Some  economists  have  gone  so  far  as  to  say  that  open  in- 
flation existed  during  that  time.  As  a  result,  textile  prices  began  to  rise 
and  ultimately  reached  quite  a  high  level  at  the  end  of  1955.^' 

Because  of  the  increasingly  difficult  foreign  exchange  situation, 
several  new  measures  were  introduced.  Among  these  regulations  were  the 
following: 

a.  the  "B.I.  T."  —  a  mark-up  of  the  "T.P.I. "  surcharge,  varyingfrom  25  percent 
to  100  percent. 

b.  Hong  Kong  barter 

As  regards  trade  with  Hong  Kong,  a  special  measure  introduced  in 
September  1953  in  the  form  of  barter  transactions,  known  as  "Hong 


26  Central  Bureau  of  Import  (K.P.U.I.)  announcement  No.  P/26,  August  12,  1959  and 
Bank  Indonesia  Report  1953/1954,  p.  92 

27  Bank  Indonesia  Report  1955-1956,  p.  13-14,  made  tiie  following  statement:  "Index 
figures  for  12  kinds  of  food  products  of  desas  in  Java,  the  most  populated  island  of 
Indonesia,  have  risen  from  3334  in  1954  to  4990  in  1955  (July  1938-100),  which  are  the 
highest  during  the  past  five  years"  (translated  by  writer). 

28  Bank  Indonesia  Report,  1954/1954,  p.  93 
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Kong  Barter".  Under  this  system  an  exporter,  upon  selling  Indo- 
nesian products  to  Hong  Kong,  became  automatically  endtled  to  im- 
port goods  from  that  territory  up  to  a  value  equal  to  that  of  die  export 
proceeds.  After  it  had  become  obvious  that  this  arrangement  had  re- 
sulted in  all  manners  of  undesirable  manipulations,  detrimental  to 
normal  exports  and  imports,  it  was  suspended  in  February  1954  undl 
about  the  middle  of  April  1954,  after  which  it  was  resumed  once 
more,  though  this  time  only  on  a  very  modest  scale.^' 

c.  On  February  25,  1955  a  special  surcharge  was  required  when  an  im- 
porter applied  for  a  texdle  license.  In  order  to  import  texdles  the  im- 
porter first  had  to  purchase  a  B.I.T.  (Bukd  Impor  Teksdl  -  Import 
Texdle  Cerdficate).  To  get  one,  he  had  to  indicate  the  rate  he  was  will- 
ing to  pay.  It  was  an  additional  charge  above  the  normal  "T.P.I." 
charges. '° 

d.  In  addition  to  the  "B.I.T."  reguladon,  there  were  regulations  which 
ded  imports  directly  to  exports.  These  were  known  as:  (a)  Singapore 
barter;  (b)  Transaction  barter;  (c)  Deviezen  Vrije  Import  (import 
without  foreign  exchange  payment).  The  "Deviezen  Vrije  Import"  was 
a  kind  of  incentive  for  people  who  had  foreign  exchange  abroad  to 
bring  it  into  Indonesia  in  the  form  of  goods.  Most  of  those  who  took 
advantage  of  this  opportunity  imported  goods  of  a  luxury  character. 


THE  PERIOD  BEGINNING  WITH  THE  SETTING  UP  OF  THE 
"B.D.P."  (FOREIGN  EXCHANGE  BUREAU),  1955 

With  the  reguladon  of  September  1,  1955  die  former  "Office  for  Im- 
port Affairs  (K.P.U.I.)"  was  closed  and  its  work  was  taken  over  by  a  new 
institudon  called  the,  "B.D.P.  (Biro  Devisen  Perdagangan)  (Foreign  Ex- 
change Bureau)"." 

There  was  an  important  difference  between  the  former  "K.P.U.I." 
and  the  "B.D.P."  The  "B.D.P"  was  de-personalized  in  the  sense  that  there 
was  no  direct  contact  between  the  importers  and  the  "B.D.P.",  dius 
reducing  the  possibilities  of  manipuladon  and  corruption. 

An  application  for  foreign  exchange  had  to  be  submitted  to  an  ex- 
change bank  which  in  turn  would  submit  it  to  the  "B.D.P".^^ 


29  Bank  Indonesia  Report,  1953/1954,  p.  93 

30  Bank  Indonesia  Report,  1954/1955 

31  Announcement  No.  1  of  the  Monetary  Council,  August  31,  1955,  and  No.  14,  October 
1955 

32  Bank  Indonesia  Report,  1955/1956,  p.  12 
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The  policy  was  no  longer  that  of  "quantitative  restriction",  but  of 
"cost  restriction".  All  goods  within  the  plan  were  open  to  all  national  im- 
porters who  submitted  the  most  economic  offer  (or  the  best  combination 
of  quality  and  price)  as  well  as  the  advance  payment  of  100  percent  of  the 
value  plus  the  "T.P.I."." 

It  was  hoped  that  with  increased  competition  among  the  national  im- 
porters they  would  develop  into  more  efficient  units. 

To  simplify  the  import  procedure  all  the  old  regulations  were  abolish- 
ed, along  with  controls  over  prices,  and  a  new  "T.P.I."  system  was  in- 
troduced.^* 

The  new  "T.P.I."  system  was  simplified  as  follows: 
Group  I     -  Essential  import  goods  —  50  percent  T.P.I. 
Group  II   -  Semi-Essential  goods  -  100  percent  T.P.I. 
Group  III  —  De  luxe  goods  —  200  percent  T.P.I. 
Group  IV  —  Super  de  luxe  goods  —  400  percent  T.P.I. 

As  mentioned  earlier,  national  importers  had  to  submit  a  sum  equal 
to  the  rupiah  value  of  the  goods  they  wished  to  import  at  the  time  of  the 
foreign  exchange  application.  Under  the  old  system,  the  advance  pay- 
ment on  imports  had  to  be  submitted  in  part  (40  percent  or  75  percent)  or 
when  they  wanted  to  open  a  letter  of  credit. 

With  the  new  regulation,  it  was  hoped  that  a  natural  selection  process 
would  take  place.  Only  importers  who  had  the  means  of  financing  their 
transactions,  or  who  enjoyed  the  confidence  of  the  business  world,  could 
get  credit  either  from  banks  or  from  the  wholesales,  and  in  this  way  it  was 
expected  that  the  "briefcase  importer"  would  vanish." 

Foreign  importers,  on  the  other  hand,  had  to  submit  Rp.  5  million 
before  they  were  allowed  to  apply  for  an  import  licence.  This  sum  could 
be  used  as  advance  payment  on  imports.  This  regulation  was  also  design- 
ed to  protect  national  importers.  After  the  above  mentioned  screening, 
the  number  of  importers  decreased  from  about  6,000  to  3,684  national 
importers  and  46  foreign  importers. 


33  Sumitro  Djojohadikusumo  "Kebijaksanaan,  Ekonomi  dan  Keuangan",  1955,  p.  12 
(Mimeographed) 

34  Announcement  No.  1,  Monetary  Council,  August  31,  1955 

35  "Briefcase  importers"  are  "businessmen"  who  were  able  to  get  recognidon  from  the 
Government  to  operate  as  importers,  but  did  not  have  an  organization.  They  had  only  a 
briefcase  and  rubber-stamp  with  the  name  of  their  firm  on  it. 
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The  specification  of  the  3,684  importers  was  as  follows:^'' 

1. 

National  importers  of  film 

ZO 

2. 

National  importers  of  pharmaceutical  articles 

91 

3. 

National  importers  of  books 

51 

4 

lyaiiKjiitxi  iliipiJiLCia  UI  gcllCId.1  NllluS  Ol  prOQuCtS 

2,681 

3. 

National  "department-stores"  firms 

792 

Total  national  importers 

3,638 

6. 

Foreign  importers 

46 

Total  importers 

3,684 

In 

addition  to  the  these  3,684  importers,  there  were  also 

50  "self- 

importing  industries"  which  were  allowed  to  do  their  own  impordng, 
e.g.,  NV  Philips,  Goodyear,  Unilever,  etc. 

Before  this  regulation,  there  were  about  1,693  foreign  importers.  For 
the  foreign  importers  who  could  not  deposit  Rp.  3  million,  it.  seemed 
more  feasible  to  have  their  imports  handled  through  one  of  the  nadonal 
importers,  paying  a  handling  commission  or  delaying  on  a  profit-sharing 
basis. 

Although  a  certain  amount  of  competition  was  introduced  by  the  new 
system,  this  did  not  mean  that  the  Government  had  adopted  a  liberalistic 
view.  The  competition  was  meant  to  encourage  efficiency  and  to  protect 
the  consumers.^' 

Under  the  old  system,  the  bonafide  national  importer  did  not  have  a 
chance  to  develop  and  had  to  work  under  difficult  conditions,  while 
"firms",  which  called  themselves  importers,  flourished  by  selling  their 
licenses  to  foreign  entreprises.  Under  the  new  system  there  was  a  better 
opportunity  for  developing  legitimate  business. 

Importers  were  permitted  to  apply  for  whichever  goods  they  wished  to 
import.  This  means  that  they  could  choose  their  own  field  of  speciali- 
zation and  switch  over  to  other  fields  whenever  they  wanted  to. 

If  the  management  of  an  enterprise  had  widespread  relationships  with 
banks,  wholesalers,  and  foreigner  suppliers,  the  business  could  expand 
without  there  being  any  limitation  with  regard  to  the  application  for 
foreign  exchange.  Thus  it  was  possible  for  a  private  firm  to  develop  and 
expand  its  business,  if  the  quality  of  its  management  so  permitted. 


36  Vigi-Bulletin,  No.  4,  Special  Edition,  "The  Import  Trade  in  Indonesia.  1956".  August 
1957,  p.  18 

37  Sumitro  D.,  op.  ciC,  p.  17 
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On  the  other  hand,  to  protect  the  bonafide  national  importers  from 
the  much  stronger  foreign  importers,  the  following  measures  were  in- 
itiated : 

a.  The  advanced  payment  of  Rp.  5  million  by  the  foreign  importer. 

b.  Certain  goods  were  only  to  be  imported  by  national  firms:  in  the  tex- 
tile line  such  as  grey  shirtings,  white  shirtings,  drill  etc. 

c.  Imports  from  .particular  countries,  like  Japan,  could  be  done  only  by 
national  importers. 

d.  Imports  for  Government  needs  were,  as  much  as  possible,  to  be 
channelled  through  national  importers. 

e.  For  the  importation  of  some  categories  of  raw  materials,  the  advance 
payment  was  partially  or  wholly  abolished. 

The  above-mentioned  regulation  made  it  possible  for  national  im- 
porters to  purchase  their  textiles  or  other  products  from  Japan,  Hong 
Kong,  the  Republic  of  China,  India  and  Singapore.  Thus  national  im- 
porters had  an  edge  over  their  foreign  competitions,  i.e. : 

a.  The  time  of  delivery  was  much  quicker  in  comparison  with  European 
countries. 

b.  For  imports  on  indent  from  foreign  firms  the  national  importer  re- 
ceived a  100  percent  payment  for  the  goods  to  be  imported.  If  he  put 
this  money  in  the  bank  as  a  backing  for  such  imports,  he  might  use  it 
as  collateral  for  a  further  loan. 

c.  Textiles  from  Japan,  Hong  Kong,  etc.,  had  a  ready  market  because 
their  brands  already  had  a  kind  of  monopolistic  position  in  Indo- 
nesia, while  their  prices  were  also  much  lower  than  those  from 
Europe. 

d.  For  the  banks  it  was  a  very  attractive  and  safe  business  to  finance.  Each 
application  was  guaranteed  by  a  100  percent  advance  payment. 

e.  The  hard-working,  able  and  reliable  national  business  houses  were 
given  a  chance  to  get  a  good  start  and  to  build  up  a  close  relationship 
with  several  channels  of  distribution  in  the  market  (both  foreign  and 
national). 

However,  it  was  also  true  that  many  of  the  national  importers  were 
forced  to  act  only  as  intermediaries  because  the  foreign  firms  which 
ordered  textiles  on  indent  were,  for  instance,  financially  much  stronger. 
This  made  it  possible  for  the  biggest  part  of  the  textile  market  to  be  con- 
trolled by  foreigners. 

It  was  the  task  of  the  national  importers  to  look  for  ways  and  means  to 
replace  these  foreigners  and  this  can  be  done  only  by  increasing  their 
working  capital,  financial  facilities  and  capacities  as  well  as  enhancing 
their  character. 
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Opinions  about  the  results  of  the  measures  outlined  above  differed 
widely.  The  above-mentioned  statements  were  only  facts  and  opinions  of 
the  people  who  made  the  policy. 

The  result  of  these  regulations  in  quantitative  terms  was  such  that  in 
the  period  from  September,  1955  to  January,  1956  some  Rp.  2,971,- 
182. 105  or  83  percent  of  the  foreign  exchange  allocated  went  to  national 
importers.  Only  the  remaining  1 7  percent  was  allocated  to  the  foreign  im- 
porters. This  is  indeed  true,  but  the  difficult  thing  is  to  look  behind 
these  figures,  because  of  the  83  percent  allocated  to  national  firms  a  large 
percentage  could  have  been  "indent-orders"  from  foreign  firms.  The 
author  tried  to  find  out  how  large  the  percentage  was,  but  it  proved  to  be 
an  impossible  task  because  none  of  the  foreign  firms  so  asked  was  pre- 
pared to  give  the  writer  an  answer. 

It  was  also  evident  from  this  period  that  with  a  regular  supply  of 
goods  (The  ABC  of  Economies)  prices  would  tend  to  decline.  In  August 
1955  the  price  index  was  100,  but  in  November  it  had  gone  down  to 
below  65.  This  phenomenon  also  took  place  during  the  "free  list" 
period. 


THE  "B.P.E.  SYSTEM  -  1956"^° 

On  August  6,  1956,  a  new  regulation  known  as  the  "B.P.E."  system 
was  introduced,  and  on  September  3  of  the  same  year  modifications  were 
made  to  it.  The  purpose  of  this  regulation  was  to  encourage  exports  and 
the  production  of  goods  for  export. 

A  list  of  import  goods  was  made,  for  which  "B.P.E."  (Bukti  Pen- 
dorong  Ekspor)  (Certificate  of  Export  Inducement)  certificates  were  re- 
quired. 

Exporters  of  goods  from  Indonesia,  with  the  exception  of  oil,  dn  and 
sugar,  were  given  "B.P.E.'s".  The  monetary  situadon  was  getdng  worse 
and  bank  credits  to  various  foreign  firms  were  curtailed  severely. 

In  1957  no  credit  was  given  to  foreign  importers  but  they  were 
granted  exports  credits,  since  most  of  them  were  at  the  same  dme  also  ex- 


38  Suianto  —  Former  head  of  the  "B.D.P." 

39  Schmitl,  op,  cit.  Chapter  III,  page  4,  table  111:1.  [Index  figures)  The  post  Korean  slump, 
1950  —  100.  The  price  index  of  textiles  from  April  1931  to  March  1952  were  as  follows: 
90,  72,  71,  67,  64,  56,  52,  53,  54,  52,  52.  Source:  Central  Bureau  of  Statistics. 

40  Bank  Indonesia  Report,  1956/1957,  p.  136 
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porters.  Administratively,  this  credit  was  booked  as  export  credit,  but  in 
fact  it  could  be  used  for  the  financing  of  imports. 


THE  "B.E"  SYSTEM,  1957*' 

On  June  20,  1957  an  entirely  new  system  known  as  the  "B.E"  system  — 
in  effect,  a  surcharge  —  was  introduced.  By  this  time  the  foreign  exchange 
reserves  had  become  extremely  low.  The  "T.P.I."  percentage  fixed  for  the 
various  groups  valid  as  from  June  20,  1957  were  as  follows: 

a.  Group  I     —      0  percent 

b.  Group  II   —    20  percent 

c.  Group  III  —    50  percent 

d.  Group  IV  —  100  percent 

e.  Group  V    —  140  percent 

f.  Group  VI  —  175  percent 

Again  the  price  of  the  "B.E."  certificate  was  left  to  the  market  me- 
chanism, and  the  precentages  of  the  surcharge  ("T.P.I.")  had  been 
changed  again.  The  price  of  "B.E."  certificates  by  April  19,  1958  was  332. 

The  purpose  and  description  of  the  "B.E."  system  was  described  by 
Schmitt  in  the  following  clear  statement: 

"The  purpose  of  the  Bukti  Ekspor  or  "B.E."  was  to  cover  all  transactions  in  foreign 
trade.  Exporters  were  given,  instead  of  local  currency  for  their  foreign  exchange,  ex- 
port certificate  whose  face  value  was  still  calculated  at  official  exchange  rates.  These  cer- 
tificates could  then  be  sold  for  what  they  might  fetch  on  the  open  market,  subject  only 
to  20  percent  tax  on  the  proceeds.  Export  duties  were  displaced  by  the  tax  for  the  time 
being.  Imports,  in  turn,  needed  the  cerdficates  which  the  B.D.P.  required  in  return  for 
foreign  exchange,  their  par  value  calculated  at  the  official  rates.  Import  quotas  were 
abandoned.  Surcharges  were  revised  but  retained,  the  categories  from  16  to  6.  Im- 
porters prepayments  were  discontinued,  with  a  guarantee  of  deposit  of  20  percent  tak- 
ing their  place  to  ensure  realization  on  licences  issued. "*' 


THE  PERIOD  AFTER  DECEMBER  9,  1957 

After  December  9,  1957,  all  Dutch  enterprises  were  under  the  control 
of  the  Government  and  were  supervised  by  specially  created  bodies.  Some 


41  Decision  of  the  Monetary  Council,  June  18,  1957  No.  30 

42  Schmitt,  op.  oil.,  Chapter  IV,  p.  47-48 
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of  these  enterprises  were  nationalized  by  the  Government.*'  There  were  in 
total  40  commercial  Dutch  enterprises  which  were  nationalized  by  our 
Government,  with  other  firms  in  the  various  industries. 

ESTABLISHMENT  OF  THE  "BIG  VIII",  STATE  COMMERCIAL 
ENTERPRISES** 

In  April  1959  the  Monetary  Council,  in  an  attempt  to  prevent  ex- 
cessive speculative  practices,  allocated  the  importation  of  nine  important 
commodities  exclusively  to  firms  controlled  by  the  Government.  It  was 
further  reported  that  the  Government  had  already  assumed  control  of  the 
import  of  other  commodities:  rice,  cloves,  cambrics  and  fertilizers.  The 
nine  commodities  comprised  almost  73  percent  of  the  total  imports  and 
consisted  of  the  following  articles:  (I)  raw  cotton;  (2)  weaving  yarns;  (3) 
textiles;  (4)  newsprints;  (5)  cement;  (6)  concrete  iron  and  iron  wire;  (7) 
tinplates;  (8)  gunny  and  jute  bags;  (9)  flour." 

The  "Big  VIII",  which  were  given  exclusive  authorization  to  import 
these  nine  commodities,  included:  (1)  large  Dutch  trading  firms  now  un- 
der Government  control  and  reorganized  in  1959  by  the  "Badan  Urusan 
Dagang",  B.U.D.,  a  Government  body  entrusted  with  the  supervision  of 
the  nationalized  Dutch  commercial  enterprises  (Dutch)  and  (2)  Govern- 
ment trading  firms.  These  eight  Government  commercial  enterprises 
were: 

Reorganized  Dutch  Firms,  under  "B.U.D."  Control 

1.  PT  Indonesia  Development  Industrial  and  Trading  Corporation  — 
abbreviated  as  PT  Indevetra  —  a  continuation  of  the  former  NV  Bor- 
sumij 

2.  PT  Juda  Bhakti  Corporation  —  a  continuation  of  the  former  Ja- 
cobson  van  den  Berg 

3.  PT  Sarya  Negara,  ex  NV  Internatio 

4.  PT  Indonesian  Estates  and  Industrial  Supply  Corporation  —  ab- 
breviated as  PT  Indestins  —  a  continuation  of  the  NV  Lindeteves 

5.  PT  Perusahaan  Dagang  dan  Perkebunan  Mira  Sari  —  abbreviated  PT 
Mira  Sari  —  a  continuation  of  the  NVMirandolle  Voute  &:  Co. 


43  "Undang-Undang  No.  86,  tahun  1958  -  Lembaran  Negara  1958,  No.  162  perihal  Un- 
dang-Undang  Na.sionalisasi  Perusahaan  Belanda"(Bill  No.  86,  1958,  Statute  Book  1958, 
No.  162  regarding  Bill  of  Nationalization  of  Dutch  Enterprises) 

44  The  Situation  as  of  May  25,  1959 

45  Indonesian  Observer,  Jakarta,  Volume  V,  No.  356,  April  25,  1959 
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6.  PT  Triangle,  a  continuation  of  the  NV  Geo  Wehry 
Government  Trading  Firms 

7.  Central  Trading  Company,  with  its  share  capital  in  the  hands  of  a 
State  Bank,  and  the  Department  of  Finance 

8.  "Usindo",  a  subsidiary  company  of  the  Industrian  Development 
Bank.  ^ 

With  the  set  up  of  the  "Big  VIII",  a  very  small  part  of  the  total  imports 
was  allocated  to  private  importers.  Although  the  plan  contemplated  the 
allocation  of  75  percent  of  the  total  imports  to  the  "Big  VIII",  in  practice 
this  could  amount  to  95  percent. 

The  foregoing  chapters  in  this  paper  were  intended  to  give  the  reader 
a  background  of  the  many  regulations  which  were  promulgated  during 
the  years  1933,  to  1959.  After  this  period,  we  have  the  "Period  of  Domi- 
nation by  State  Enterprises  (Commercial)",  which  will  be  discussed  in  a 
later  paper. 
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ECONOMIC  RELATIONS  IN  THE 
ASIA  PACIFIC  REGION* 

Hadi  SOESASTRO 


I.  GLOBAL  TRENDS 

Since  the  end  of  World  War  II  world  trade  grew  at  a  rate  nearly  doub- 
le the  growth  of  global  output.  As  trade  gready  outpaced  nadonal 
growth,  interdependence  of  nadonal  economies  increased.  Expansion  of 
financial  capital  flows  and  foreign  investment  by  corporations,  com- 
bined with  intensified  technology  transfer,  facilitated  global  growth  and 
the  acceleration  of  trade. 

Interdependence,  however,  creates  policy  problems.'  Firstly,  it  con- 
cerns the  problem  of  how  to  achieve  nadonal  objective  in  the  face  of 
"sensidvity"  to  what  is  happening  abroad.  It  is  generally  believed  that  in- 
creased economic  interdependence  reduces  the  potency  of  national  poli- 
cies. The  more  sensitive  a  country  is  to  economic  conditions  abroad,  the 
less  successful  will  it  be  in  pursuing  autonomous  fiscal  and  monetary 
policies.  Secondly,  it  concerns  the  problem  of  how  to  organize  inter- 
national economic  reladons  so  as  to  adapt  the  system  of  these  relations  to 
the  fact  of  interdependence.  The  central  theme  of  internadonal  eco- 
nomic cooperation  today  is  still  concerned  with  the  problem  of  how  to 
keep  the  manifold  gains  from  extensive  economic  transactions  while  at 
the  same  time  preserving  the  necessary  degree  of  freedom  for  each  nation 
to  pursue  its  legitimate  economic  and  social  objectives. 

Many  governments  have  acknowledged  that  economic  inter- 
dependence requires  an  international  political  effort  to  coordinate, 
within  limits,  certain  national  economic  policies.  But  governments  also 
know  that  they  are  held  politically  responsible  for  protracted  economic 
difficulties  and,  therefore,  are  under  heavy  domestic  pressure  to  rectivy 


*    The  author  wishes  to  thank  Prof.  Panglaykim  for  his  contribution  in  writing  this  paper 

1  Sec  Robert  Solomon  and  Anne  Gauit,  The  Interdependence  of  Nalions:  An  Agenda  for 
Research;  A  Report  to  the  National  Science  Foundation  (Washington,  D.C.:  The 
Brookings  Institutions,  December  1977) 
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problems  through  visible  measures.  Trade  is  tangible  and  has  direct 
effects  upon  specific  business  firms  and  interest  groups. 

A  fijndamental  shift  in  the  interaction  of  national  economies  occured 
since  the  early  1970s.  Business  cycles  of  various  industrialized  nations, 
rather  than  counterbalancing  each  other,  moved  into  synchronization, 
and  greatly  enhanced  inflationary  forces.  Since  1971  increased  reliance 
has  been  placed  on  potential  exchange  rate  adjustments  to  achieve 
balance  of  payments  equilibrium.  Under  this  new  regime,  national 
monetary  authorities  have  the  ability  to  pursue  more  divergent  monetary 
policies,  potentially  resulting  in  increased  dispersion  and  variability  in 
national  rates  of  inflation.  Increased  monetary  and  financial  un- 
certainties developed.'  Together  with  the  rise  in  oil  prices  in  1973  and 
1974  the  above  developments  resulted  into  the  deepest  global  recession  in 
the  post-World  War  II  period. 

In  this  environment,  characterized  by  efforts  to  strengthen  economic 
recovery  and  to  cope  with  balance-of-payments  adjustments,  the  central 
issue  is  how  much  "pull"  can  be  generated  for  each  economy  through  in- 
creased trade. ^  Countries  that  are  heavy  borrowers  consider  trade  growth 
as  an  essential  element  in  their  capacity  to  service  debt.  Countries  that  are 
suffering  high  unemployment  and  slack  domestic  demand  consider  trade 
as  the  locomotive  to  move  their  economies  along. 

It  is  also  in  such  an  environment  where  the  prospect  for  world  trade  is 
being  threatened.  Some  of  the  threats  are  the  result  of  growing  economic 
nationalism  and  government  intervention.  The  two  pillars  of  inter- 
national trade,  namely  fixed  exchange  rate  and  free  trade  have  been  re- 
placed by  floating  exchange  rate  and  various  types  of  "organized  free 
trade",  such  as  orderly  marketing  agreements  (OMAS).  The  complexity 
and  variety  of  methods  of  direct  and  indirect  intervention  in  many  coun- 
tries combine  to  create  an  era  of  great  uncertainty  for  international  trade, 
and  in  particular,  for  conditions  of  access  to  markets. 

Recovery  remains  weak.  Capital  spending  in  the  industrialized  coun- 
tries fell  far  short  from  levels  experienced  in  earlier  economic  recoveries. 
Inflation  continued  to  plague  the  entire  world  market,  while  unemploy- 
ment rose  to  unacceptable  leyels,  especially  in  Europe.  A  handful  nations 
succeeded  in  controlling  inflation,  but  those  countries  did  found  their 
currencies  appreciating  at  rates  which  threaten  their  economic  expansion. 


I    Sec  Rodney  T.  Smith  and  Hadi  Soesastro,  International  Capital  Markets  in  the  1970s  (Santa 
Monica,  Calif.:  The  Rand  Corporation,  July  J977) 

^         "^o''',!;  Malmgren,  "Impact  ofTrade  Policies  on  the  World  Economy",  Economic 
Impact,  2,  1978 
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Trade  protectionism  tends  to  flourish  in  such  an  environment.  Japan, 
with  its  export  strategy  has  caused  resentment  among  the  other  industrial 
countries,  and  brought  about  counter-measures  in  order  to  force  Japan 
to  abandon  its  strategy  and  become  a  real  trading  nation.  Its  major 
trading  partners  demand  that  Japan  opens  its  doors  for  their  industrial 
product,  thus,  forcing  Japan  to  become  a  "full-fledged  trading  nation" 
rather  than  preserving  its  position  as  an  "exporting  country"  only.  This 
implies  that  Japan  will  have  to  restructure  its  economy.  In  fact,  this  is  ex- 
acdy  what  Japan  is  in  the  process  of  doing. 

West  Germany  is  in  the  same  position  as  Japan,  although  in  many 
summit  meetings  the  "target"  was  Japan,  particularly  with  reference  to  its 
trade  relationship  with  the  U.S. 

The  U.S.  Administration  is  committed  to  a  free  trade  philosophy,  but 
restrictive  trade  actions  are  still  being  taken.  U.S.  protectionism  is  becom- 
ing much  more  sophisticated,  for  example,  under  the  so-called  orderly 
marketing  agreement  (rather  than  setting  import  quotas)  as  applied  to 
television  sets  imports  from  Japan.  The  main  problem  faced  by  the  U.S. 
Administration  is  that  its  economy  is  not  structured  in  such  a  way  as  to 
permit  the  coexistence  of  a  healthy  long-run  trade  balance  and  a  poli- 
tically acceptable  rate  of  economic  growth.'  Studies  have  shown  that  the 
income  elasticity  of  demand  for  imports  in  the  U.S.  is  greater  than  in  its 
major  industrial  trading  partners.  This  means  that  only  slower  growth  can 
never  lead  to  external  balance.  Exchange  market's  progressive  loss  of 
confidence  in  the  ability  of  the  U.S.  government  to  manage  the  economy 
in  such  a  way  as  to  ensure  a  lasting  improvement  in  its  current  account 
resulted  in  the  accelerated  decline  of  the  dollar.  In  the  absence  of  im- 
proved fiscal  and  monetary  policies,  the  November  1,  1978  dollar  support 
on  the  foreign  exchange  markets  cannot  have  a  lasting  impact. 

Along  with  changes  in  the  funcdoning  of  world  trading  and  financial 
markets,  the  world  witnessed  the  emergence  of  industrializadon  and  acce- 
lerated economic  growth  in  many  countries  which  heretofore  had  been 
relatively  undeveloped.  The  competitive  position  of  the  developing  coun- 
tries is  undergoing  a  major  transformadon,  as  a  number  of  them  shift 
emphasis  from  reliance  on  primary  products  to  trade  in  manufactures.  As 
developing  countries  move  up  the  ladder  of" development  they  inevitably 
compete  with  the  more  vulnerable  industries  in  the  developed  countries. 

Rearrangement  of  world  producdon  and  trade  patterns  will  continue 
to  affect  relative  competitiveness  of  countries  and  of  sectors  within  each 


1  Set- J.  Alexander  Caldwell,  The  International  Economic  and  Financial  Otillook:  Pmpccliva.  for 
1979,  Presentation  lo  The  Foreign  Trade  Association  of  Southern  California.  Novem- 
ber 16,  1978 
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country.  Thus,  restructuring  would  become  a  continuing  process.  But 
with  slow  capital  spending  in  the  industrial  countries,  restructuring  will 
be  difficult,  and  the  respective  governments  are  likely  to  be  pressured  to 
step  up  intervention  to  assist  troubled  sectors.  In  a  period  of  high  un- 
employment in  the  industrial  countries  prevention  of  new  barriers  to  the 
exports  of  developing  countries  becomes  a  serious  problem. 

The  disruption  to  traditional  industries  in  developed  countries  can  be 
considerable,  but  the  offsetting  effects  of  more  than  proportionate  ex- 
ports to  developing  countries  mitigates  the  impact  on  the  economy  as  a 
whole.  Rapid  growth  of  capital  formation  and  manufacturing  pro- 
duction in  developing  countries  in  effect  may  have  prevented  the  world 
economy  from  entering  into  a  deeper  recession.  These  countries  have 
accelerated  their  imports  of  manufactures,  especially  from  industrial 
countries. 

Heavy  borrowing  by  developing  countries  allows  them  to  pay  for  im- 
ports from  industrial  countries.  The  high  rate  of  borrowing,  unquestion- 
ably cushioned  the  recent  recession.  It  has  become  clear  that  it  was  those 
developing  countries  which  experienced  the  fastest  growth  of  total  ex- 
ports which  become  the  fastest  growing  markets  for  manufactures  ex- 
ported from  industrial  countries.  This  also  shows  increased  interdepen- 
dence between  developing  countries  and  industrial  countries.  However, 
this  interdependence  is  not  necessarily  symmetrical.  The  cal!  for  a  "new 
international  economic  order"  may  be  characterized  as  a  demand  for 
greater  symmetry  in  the  economic  interdependence  between  developing 
and  developed  countries. 


II.  THE  OUTLOOK  FOR  THE  ASIA  PACIFIC  REGION 

From  the  global  perspective,  the  continued  dynamism  of  the  Asia 
Pacific  region  is  remarkable.  The  growth  of  this  region  clearly  puts  it 
ahead  of  the  rest  of  the  world.  Jiro  Tokuyama  suggested  a  very  pro- 
mising prospect  for  strengthening  interdependence  in  this  region,  and 
gave  several  reasons  for  it.'  They  are: 

a.  the  region  embraces  the  world's  major  food  exporting  countries; 

b.  the  region  has  an  abundance  of  natural  resources.  If  supply  and  de- 
mand of  these  resources  are  well  balanced  with  reasoned  economic 
development  projects,  there  will  be  a  powerful  base  for  industria- 
lization of  the  entire  region; 


1    S-'-Ji'-o  Tokuyama,  "The  Advantage,  ofa  Pacific  Economic  Basin",  f«r£a./.m£^^^^^ 
Review,  March  23,  1979 
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c.  the  existence  of  the  two  economic  and  technological  powers,  the  U.S. 
and  Japan.  The  effect  of  market  creation  through  trade  expansion  and 
mutual  investment  should  provide  a  moving  force  for  the  develop- 
ment of  the  region; 

d.  the  very  positive,  constructive  attitudes  among  the  elites  of  this  region 
toward  solving  the  North-South  problem. 

Potentials  for  strengthening  interdependence  in  this  region  have  been 
shown  to  exist  even  during  the  troubled  period  over  the  last  years.  A  sur- 
vey conducted  by  the  Asian  Wall  Street  Journal  in  September  1978  sug- 
gested that  even  in  1978  growth  rates  have  been  mosdy  satisfactory,  al- 
though planners  have  been  faced  with  difficult  problems  and  might  still 
be  facing  them  in  the  years  to  come. 

Protectionism  has  been  an  irritant  but  not  a  major  impediment  for 
exports  by  the  developing  countries  in  the  region.  These  countries  are 
oriented  primarily  towards  the  industrialized  market  economies,  and 
their  growing  exports  have  been  responsible  for  a  large  part  of  total  ex- 
ports from  the  developing  countries.  The  ratio  of  exports  to  production 
in  the  developing  countries  is  still  much  less  than  that  in  the  industrial 
countries.  This  means  that  in  most  areas  of  manufacturing  in  these  coun- 
tries the  economies  of  scale  to  be  derived  from  trade  are  only  beginning 
to  be  exploited. 

The  fastest  exporters  in  the  region,  Taiwan,  Korea,  and  Hong  Kong 
have  been  the  ones  most  targeted  by  the  industrial  countries  for  new  im- 
port restrictions.  Yet  they  have  maintained  high  levels  of  export  per- 
formance through  continuous  diversification.  Behind  these  countries  are 
a  rising  number  of  emerging  exporters,  each  of  which  will  enter  tra- 
ditional export  industries,  and  drive  out  the  more  advanced  developing 
countries,  which  in  turn  must  move  up  the  ladder.  It  is  this  process  of 
"rolling  adjustment"  which  has  been  responsible  for  sustained  growth 
and  dynamics  in  the  region. 

Gross  investment  in  the  developing  countries  of  the  region  has  been 
running  at  a  rate  higher  than  in  any  other  part  of  the  LDC  world.  This  is  a 
major  factor  in  the  rolling  adjustment  of  the  region.  Out  of  total  Japanese 
foreign  direct  investment  of  about  $  3  billion  (FY  1977),  about  21%  ($  640 
million)  was  placed  in  ASEAN  alone.  Of  total  U.S.  capital  expenditures 
abroad  reaching  over  $  3  billion  in  1978,  about  3596  was  directed  towards 
the  developing  countries  in  the  Asia  Pacific  region. 

Two  major  factors  may  hamper  the  process  of  rolling  adjustment. 
They  are:  (a)  renewed  instability  in  the  international  currency  arena;  and, 
(b)  growth  in  GNP  and  in  demand  for  imports  among  the  industrial 
nations. 
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Instability  in  the  international  currency  arena  over  the  past  years  was 
characterized  by  the  fall  of  the  U.S.  dollar  and  the  dramatic  rise  of  the  yen. 
Currency  movements  affected  external  trade,  output,  employment, 
balance  of  payments,  inflation  rates  and  export  competitiveness. 

The  developing  countries  of  the  Asia  Pacific  region  have  been  in  the 
forefront  of  those  affected  by  these  currency  movements.  Japan  is  their 
leading  supplier  of  capital  goods  and  intermediate  goods  needed  by  their 
manufacturing  industries.  The  U.S.  is  the  largest  export  market  for  manu- 
factured goods  for  most  developing  countries  in  the  region  as  well  as  for 
all  the  industrialized  nations  of  the  region.  The  structure  of  these  relations 
has  been  a  major  reason- for  many  countries  in  the  region  to  let  their 
national  currencies  slide  along  with  the  U.S.  dollar.  Following  Japan's 
cheap  yen  policy,  many  countries  preferred  to  maintain  undervalued 
currencies  in  the  hopes  of  sustaining  growth  in  the  volume  of  their  ex- 
ports to  assist  the  development  of  broader  industrial  structures.  Korea, 
Taiwan,  Hong  Kong,  Singapore,  the  Philippines  and  Malaysia  are  hoping 
to  make  use  of  the  opportunity  to  pick  up  export  business  in  areas  where 
Japan  might  become  uncompetitive.  This  formula  had  been  applied  in 
the  textile  industries  several  years  ago. 

This  trend  illustrates  how  economies  at  different  stages  of  develop- 
ment can  be  complementary  rather  than  antagonists  in  the  contest 
between  the  developed  and  developing  countries.  The  best  prospect  for 
the  developing  countries  in  this  region  to  supplant  Japan  seems  to  lie  not 
with  labor  intensive  consumer  products  but  in  relatively  unsophisticated 
producer  goods  like  basic  steel  and  heavy  chemicals.  This  is  partly  due  to 
the  fact  that  many  Japanese  firms  prefers  to  extablish  manufacturing  in- 
dustries in  developed  countries  rather  than  using  off-shore  exporting 
bases,  providing  cheap  labor,  but  face  the  threat  of  protectionist  measures 
by  other  industrial  countries. 

In  the  era  of  currency  instability  commodity  exporters  are  the  main 
losers.  The  commodity  exporters  of  Southeast  Asia,  are  in  a  dis- 
advantageous position  unless  their  export  prices  rise  due  to  other  factors. 
The  outlook  for  the  overall  world  demand  for  commodities  does  not 
suggest  a  general  rise  in  commodity  volumes  or  prices.  The  terms  of  trade 
losses  to  Southeast  Asian  countries  resuking  from  the  yen's  rise  might  not 
be  wiped  out  by  overall  improvements  in  commodity  prices.  These  coun- 
tries arc  not  yet  in  a  position  to  expand  their  industrial  exports  at  Japan's 
expense. 

Another  major  concern  among  the  developing  countries  in  the  region 
regards  growth  prospects  in  the  industrial  countries.  Over  the  past  years 
Japan  has  been  able  to  manage  a  respectable  GNP  growth.  However 
there  is  a  problem  with  Japan's  growth,  because  its  main  component  has 
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been  exports,  while  domestic  demand  and  investment  remain  sluggish. 
This  created  a  huge  current  account  surplus  which  annoyed  other  nations. 
The  investment  slump  in  Japan  seems  to  be  structural,  resuldng  from  the 
fact  that  Japan  can  no  longer  rely  upon  massive  increases  in  output  of 
manufactured  goods,  expecially  exports.  Japan  has  committed  to  bring 
down  its  surplus,  but  it  prefers  to  do  so  by  purchasing  larger  amounts  of 
expensive  and  sophisticated  capital  goods  from  its  industrial  partners, 
such  as  aircraft,  rather  than  to  increase  imports  of  manufactures  from 
developing  countries. 

A  strong  yen  and  continuing  weak  investment  imply  a  shift  of  the 
Japanese  economy  toward  a  "knowledge  economy".  This  also  will  do  lit- 
tle to  raise  import  demand,  especially  for  raw  materials  from  Southeast 
Asia.  On  the  other  hand,  this  creates  the  opportunity  for  the  in- 
dustrializing developing  countries  in  the  region  to  fill  the  gap  left  by 
structural  changes  in  Japan. 

The  U.S.  has  been  the  most  powerful  locomotive  among  major  in- 
dustrial countries  since  the  recession  in  1975.  A  slowdown  in  GNP  growth 
so  as  to  raise  unemployment  beyond  the  politically  acceptable  level  may 
threaten  the  industrializing  developing  countries  in  the  region.  There  is  a 
danger  of  protective  measures  being  taken  against  these  countries,  which 
in  turn  may  cause  a  stagnation  in  the  process  of  rolling  adjustments  in- 
volving other  developing  countries  in  the  region.  This  may  happen  if  the 
U.S.  perceives  that  Japan's  export  production  is  being  moved  to  these 
countries  to  avoid  the  "voluntary"  restraints  offered  by  Japanese  ex- 
porters. 

The  key  success  thus  far  in  the  growth  performance  of  the  developing 
countries  in  the  region  has  been  their  access  to  international  capital. 
Credits  from  international  banks  although  they  may  not  be  as  easy  as  in 
the  past  year  to  get,  are  still  available  to  the  developing  countries  in  the 
region,  \yhile  interest  rates  have  been  rising  steadily,  lending  spreads 
have  become  lower  and  maturities  lengthened.  But  many  countries,  like 
Indonesia  and  the  Philippines,  may  continue  to  set  limits  for  themselves 
in  commercial  borrowing.  A  considerable  sdmulus  to  overall  investment 
in  the  developing  countries  of  the  region  has  come  from  the  public  sector. 
This  was  made  possible  partly  because  of  the  easy  access  to  commercial 
borrowing,  and  partly  due  to  strong  inflow  of  official  aid,  multilateral  as 
well  as  bilateral.  Some  countries  had  been  able  to  step  up  public  spending 
due  to  the  buoyancy  of  revenues  stemming  from  favorable  commodity 
export,  as  was  the  case  in  Indonesia.  However,  these  countries  are  not 
likely  to  be  able  to  condnue  the  recent  rates  of  growth  of  public  spending. 
This  means  that  the  burden  for  growth  will  be  left  to  the  private  sector. 
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III.  ASEAN'S  CHALLENGE 


As  ASEAN  countries  are  facing  a  changing  pattern  of  trade  and  invest- 
ment and  are  preparing  to  take  a  more  active  part  in  the  process  of  rolling 
adjustment,  they  also  have  to  prepare  themselves  for  the  eventuality  that 
at  one  stage  international  capital  may  "crowd  out". 

ASEAN  strives  at  becoming  not  only  "exporters  of  raw  materials"  but 
"full-fledged  trading  nations"  as  well.  They  want  to  trade  their  industrial 
products  with  the  industrial  world.  This  forthcoming  changes  will  there- 
fore have  an  enormous  impact  on  the  international  and  national  finan- 
cial institutions  operating  in  the  ASEAN  region.  The  present  traditional 
commercial  and  merchant  banking  organizations  operating  as  elements 
of  the  international  financial  market  may  find  that  they  cannot  cope  with 
these  emerging  financial  needs,  that  is,  not  in  the  sense  of  the  amount  of 
funds  but  of  the  type  of  venture  and  equity  capital  they  cannot  provide, 
because  these  needs  have  to  come  from  the  national  economies  them- 
selves. 

If  this  assumption  is  correct,  does  it  mean  that  the  task  has  to  be  taken 
up  by  the  national  economies  or  will  the  international  commercial  and 
merchant  banking  industry  be,  in  a  position  to  create  new  financial  in- 
stitutions or  combinations  of  them  that  are  inspired  by  a  pioneering  spirit 
and  oudook.3  Will  it  be  possible  for  these  kind  of  institutions  to  take  their 
present  strategy  or  philosophy  into  account.^ 

Let  us  assume  that  the  present  strategy  and  structure  of  the  existing 
non-ASEAN  financial  institutions  or  combines  cannot  be  converted  into 
financial  institutions  that  are  fully  committed  to  the  ASEAN  countries 
This  may  mean  that  the  ASEAN  countries  have  the  responsibility  and  the 
complex  task  of  developing  new  ideas  and  concepts  that  will  lay  down  the 
foundation  for  the  creation  of  financial  institutions  with  a  pioneering 
spirit.  Can  such  concept  or  ideas  be  developed  and,  if  so,  what  conditions 
and  environments  do  we  have  to  create  to  make  them  more  feasible.? 
Ultimately,  however,  the  development  of  new  financial  institutions  is  only 
a  necessary  but  not  a  sufiicient  condition  for  the  ASEAN  countries  to  be- 
come   "full-fiedged    trading   nations".    Increasing   economic  inter- 
dependence between  the  ASEAN  countries  and  the  rest  of  the  region 
needs  to  be  structured  toward  greater  symmetry  in  relations,  a  key  con- 
dition to  integrating  ASEAN  more  fully  in  the  dynamic  growth  of  the  Asia 
Pacific  region. 
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POVERTY  LINE  AND  POOR 
KECAMATANS  IN  WEST  SUMATRA* 


Alfian  LAINS,  Ph.D.  (Econ.)** 


1.  INTRODUCTION 

Past  strategies  for  development  in  most  developing  countries  have 
tended  to  emphasize  economic  growth  without  specifically  considering 
the  manner  in  which  the  benefits  of  growth  are  to  be  distributed.  The 
assumption  has  been  that  increased  growth  per  se  would  lead  to  a  reduc- 
tion in  poverty  as  the  benefits  of  an  expanding  economy  spread  among 
the  people.' 

However,  the  above  assumption  is  unrealistic.  Many  past  develop- 
ment programs  have  benefited  only  a  small  group  of  upper  level  of 
the  rural  social  strata.  More  seriously  even  "the  socio  economic  system 
operating  in  the  rural  areas  is  often  hostile  to  the  objectives  of  rural 
development,  serving  to  reinforce  rural  poverty  and  to  frustrate  the  ef- 
forts of  the  poor  to  move  up.^  Empirical  evidence  from  many  developing 
countries  such  as  India,  Pakistan,  Brazile,  Kenya,  Philippines  and  Indo- 
nesia does  indeed  indicate  a  worsening  income  distribution  accom- 
panying rapid  economic  growth.'  A  specific  example  of  Indonesia  could 


"  A  revised  version  of  the  author's  article  entitled  "Poor  Kecamatans  in  West  Sumatra", 
The  Institute  for  Regional  Economic  Research  Dept.  of  Economics,  Andalas  Universirj', 
Padang,  February  1979.  The  author  wishes  to  thank  Messrs.  Hendra  Esmara  and  Sjah- 
rudin  for  their  comments  and  suggestions  in  doing  the  revision.  This  study  was  financed 
by  ILO-Jakarta  Office. 

'"  Dean,  Faculty  of  Economics  Andalas  University  and  Economist  at  the  Institute  for 
Regional  Economic  Studies  Faculty  of  Economics  Andalas  University  Padang. 

1  The  World  Bank,  Rural  Development,  Sector  Policy  Paper,  Februar)-  1976,  p.  16.  See  also, 
Mahbud  ul  Haq,  The  Poverty  Curtain,  Choices  for  Third  World,  New  York:  Columbia 
University  Press,  1976 

2  The  World  Bank,  op.  cit.,  p.Si 

3  Sec,  among  the  others,  (I)  Montek,  S.  Ahluwalia,  "Rural  Poverty  and  Agricultural  Per- 
formance in  India",  The  Journal  of  Development  Studies,  Vol.  14,  No.  3,  April  1978; 
(2)Talai  Alauddin.  "Mass  Poverty  in  Pakistan-A  Further  Study"  The  Pakistan  Develop- 


36 


POVERTY  LINE  AND  POOR  KECAMATANS 


be  seen  from  the  effects  of  increasing  rice  production  resulting  from  the 
adoption  of  new  rice  technology  using  high  yielding  varieties,  lebasan 
system  in  har\'esting,  huller  in  rice  processing  instead  of  traditional  kincir 
or  hand  pounding.  All  of  them  yielded  a  high  growth  rate  of  rice  produc- 
tion but  resulted  in  decreasing  employment.'' 

Though  Indonesia  reached  a  relative  high  growth  rate  during  the  past 
few  years,  Sajogyo  estimated  that  52  percent  of  families  in  rural  area  and 
43  percent  in  urban  area  were  still  poor  in  Indonesia  in  1976.'* 

Fortunately,  however,  problems  of  poverty,  notably  rural  poverty,  has 
received  a  great  deal  of  attention  from  the  government  and  research 
workers  during  the  past  few  years.  The  President  and  other  Indonesian 
leaders  have  mentioned  the  poverty  problems  in  their  many  recent 
speechs  and  indicated  how  important  such  problems  to  be  eradicated. 
Moreover,  Department  of  Manpower  and  Transmigration,  Republic  of 
Indonesia  conducted  a  national  workshop  on  employment  creation  and 
equitable  income  distribution  in  Jakarta  on  November  14-20,  1978. 
However,  there  were  only  few  studies  on  poverty  in  Indonesia.  Some  of 
them  used  national  data,  but  most  of  them  are  concerned  with  poverty  in 
Java. 

In  his  State  Address  of  August  16,  1978,  President  Soeharto  made 
clear  that  the  Third  Development  Plan  must  continue  to  be  based  upon 
the  Development  Trilogy"*  with  more  conspicuous  emphasis  on  a  more 


ment  Review,  inter  1975,  Vol.  4,  No.  4;  (3)  Albert  Fishow,  "Brazilian  Size  Distribution  of 
Income",  The  American  Economic  Review  -  Papers  and  Proceedings,  May  1972;  (4)  ILO, 
Employment,  Income  and  Inequality  -  A  Strategy  for  Increasing  Productive  Employment  in  Kenya, 
Geneve:  ILO,  1972;  (5)  ILO,  Shanng  in  Devebpment-A  Program  of  Employment,  Equality  and 
Growth  for  the  Philippines,  Geneve:  ILO,  1974;  Hendra  Esmara,  Pertumbuhan  Ekonomi, 
Pembagian  Pendapatan  dan  Tingkat  Kemishinan  di  Jawa  Madura  1967-1976  (Economic 
Growth,  Income  Distribution  and  Poverty  Level  in  Jawa  and  Madura,  1967-1976), 
Study  on  Indonesia's  Long  Term  Growth  Perspective,  Report  to  LEKNAS,  Padang! 
Institute  for  Regional  Economic  Research,  Dept.  of  Economic  Andalas  University,  May 
1977;  R.M.  Sundrum,  "Changes  in  Consumption  Pattern  in  Urban  Java",  Bulletin  of 
Economies  of  Indonesian  Economic  Studies,  Vol.  13,  No.  2,  July  1977.  Note:  The  findings  of 
those  studies  are  summarized  and  reported  Thee  Kian  Wie,  "From  Growth  to  Basic 
Needs",  mimeo,  Jakarta,  August  1978. 

4  See.  among  the  others,  C.  Peter  Timmer,  "Choice  of  Technique  in  Rice  Milling  in  Java" 
BIES,  July  1973;  W.  Collier,  et.al.,  "Choice  ofTechnique  in  Rice  Milling  injava",  BIES, 
March  1974;  and  Agro  Economic  Survey,  Research  Note  No.  44  on  tebasan. 

5  Sajogyo.  "Garis  Kemiskinan  dan  Kebutuhan  Minimum  Pangan"  (Poverty  and 
Minimum  Food  Requirement),  Kompas.  17  November  1977 

6  Consists  of  (1)  equal  distribution  of  development  and  development  achievements 
toward  the  creation  of  social  justice  for  the  entire  people.  (2)  a  sufHciently  high  rate 
economic  growth,  and  (3)  a  sound  and  dynamic  national  stability. 
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equitable  distribution  of  development  and  its  proceeds  leading  to  the 
materialization  of  social  justice.'  This  require  more  studies  on  poverty 
regionally.  Moreover,  macro  study  on  employment  and  income  dis- 
tribution as  related  to  poverty  using  national  data  must  be  supported  by  a 
micro  study  for  kecamatan  level  so  that  policy  issues  derived  from  macro 
studies  can  be  made  clear  and  supported.  Put  it  differently,  the  micro 
study  for  kecamatan  level  should  be  done  in  order  to  check  whether  the 
policy  issues  derived  from  macro  study  are  applicable  or  not." 

In  addition,  the  problem  of  poverty  in  the  outer  islands  is  quite 
different  from  the  problem  in  Java,  for  Java  is  the  most  densely  populated 
island  in  Indonesia  and  agricultural  land  has  been  exhausted  there.  The 
policy  to  eradicate  poverty  in  Java,  probably  is  not  applicable  for  other 
regions  in  Indonesia.  Therefore,  a  poverty  study  for  the  outer  islands  is 
highly  desirable.  However,  the  outer  islands  consist  of  several  different 
regions  that  cannot  be  considered  as  a  homogenous  unit.  Thus  a  case 
study  in  West  Sumatra  has  been  chosen  by  this  study. 

The  purposes  of  this  paper  are  (I)  to  undertake  a  comprehensive  and 
critical  review  of  existing  literature  on  the  varying  definitions  of  "pover- 
ty" used  in  previous  studies  and  ultimately  reconciling  or  redefining 
"poverty"  in  the  context  of  the  study,  and  (2)  to  idenufy  the  poor  ke- 
camatans  in  West  Sumatra. 

• 

By  identifying  the  poor  kecamatans  in  one  province,  the  government 
could  know  where  to  concentrate  "activides"  in  order  to  eradicate  the 
poverty  in  the  corresponding  province. 

2.  DEFINITION  OF  POVERTY 

Measurement  of  poverty  is  not  simple,  either  conceptually  or  in  prac- 
tice.' There  is,  for  example,  a  difference  between  defining  poverty  in  any 
objective  or  partly  objective  sense  and  defining  it  subjectively  —  as  felt  by 
the  individual  or  by  parucular  social  groups.  In  any  objective  sense  the 
world  has  no  absolute  meaning  which  can  be  applied  in  all  societies  in  all 


7  President  Soeharto,  State  Address  of  August  16,  1978,  p. 40 

8  In  his  keynote  address  at  the  national  workshop  on  employment  creation  and  equitable 
income  distribution  in  Jakarta  on  November  14,  1978  the  Minister  of  Manpower  and 
Transmigration  stressed  the  important  of  this  micro  study. 

9  Annual  Report  of  the  Council  of  Economic  Advisers,  Economic  Report  of  the  President, 
Chapter  2,  Government  Printing  Office,  1964.  Republished  in  Wealth,  Income  and  Ine- 
quality, A.B.  Atkinson  (ed.),  Middlesex:  Penguin  Book  Ltd.,  1973,  pp.  373-391 
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time.  Poverty  refers  to  a  variety  of  conditions  involving  differences  in 
home  environment,  material  possession  and  educational  and  oc- 
cupational resources  as  well  as  in  financial  resources  —  most  of  which  are 
measurable,  at  least  in  principle.'" 

Concensus  on  a  poverty  definition  is  a  near  impossibility.  Viewed  in 
the  context  of  a  rapidly  changing  society,  a  single  standard  which  is 
nationally  acceptable  and  uniformly  applicable  has  dubious  value. 
Agreement  is  nevertheless  possible  on  considerations  to  be  taken  into  ac- 
count for  arriving  at  such  a  standard." 

However,  ECAFE  defined  that  poverty  is  a  condition  of  relative 
deprivation  of  access  to  resources  which  are  generally  represented  by  the 
minimum  of  consumer  goods  and  community  services,  such  as  quantity 
and  quality  of  food,  clothing,  housing,  health,  hygiene,  availability  of 
water,  literacy,  education,  transport  and  communication  and  social  wel- 
fare.'^ 

The  above  definition  reflects  the  poverty  as  subsistence  living.  One 
difficulty,  however,  with  nodons  of  subsistence  living  is  determining  what 
is  in  fact  the  content  of  such  a  minimum.  Minima  are  rarely  objectively 
defined. 

Usually,  one  relates  the  subsistence  living  with  sadsfying  the  minimum 
level  of  basic  needs.  However'^  universal  criteria  or  standards  defining 
the  contents  of  the  package  of  b  asic  needs  vary  between  cultures,  regions, 
social  groups,  or  even  age  groups.  Moreover,  there  does  not  exist  one 
level  of  basic  needs,  but  a  hierarchy.  The  lowest  level  of  basic  needs  would 
include  those  needs  that  have  to  be  met  for  bare  survival,  while  a  higher 
level  would  include  those  needs  that  would  have  to  be  met  for  con- 
tinuous producdve  survival.  In  addidon,  there  is  also  a  problem  of  rank- 
ing or  listing  the  items  that  would  consdtute  the  package  of  basic  needs. 
One  way  of  dealing  with  this  problem  would  be  to  idendfy  a  core  of  basic 
needs. 

Based  on  the  determined  core  basic  needs,  the  minimum  level  of  basic 
needs  could  be  esdmated.  There  are  two  approaches  in  esdmadng  the 

10  Abel  Smith  and  P.  Towsend,  The  Poor  and  the  Poorest,  G.  Bell  &  Sons,  1965.  Summarized 
in  Wealth,  Income  and  Inequality,  ibid.,  pp.  353-372 

1 1  Ma.  Alecestis  S.  Abrera,  "Philippine  Poverty  Treshold".  in  Measuring  Philippine  Develop- 
ment -  Report  of  the  Social  Indicator  Project,  Mahar  Mangahas  (ed.),  Manila:  The  Develop- 
ment Academy  of  the  Philippines,  1976,  pp.  223-273 

1 2  ECAFE,  Methode  of  Compiling  Statistic  of  the  Distribution  of  Income.  Consumption  and  Accumula- 
tion in  the  Countries  of  the  ECAFE  Region,  Bangkok,  1973,  mimeo 

13  Thee  Kian  Wie,  "From  Growth  to  Basic  Needs",  mimeo,  Jakarta,  August.  1978 
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minimum  level  of  basic  needs.  One  common  way  is  the  so  called  domi- 
nant item  approach  in  which  the  minimum  level  of  basic  needs  is  deter- 
mined by  reference  to  the  value  of  a  basket  of  food  that  would  satisfy  the 
basic  minimum  level  of  nutritional  requirements  of  an  individual  or 
household.  An  alternative  approach  is  the  so  called  basic  need  income.  In 
this  approach,  a  widely  acceptable  level  of  a  bundle  of  core  basic  per- 
sonnel consumption  needs,  such  as  food,  clothing,  and  dwelling  is  first 
determined,  and  then  the  level  of  income  at  which  the  sdpulated  level  of 
basic  personnel  consumpdon  needs  would  be  met  is  subsequently  deter- 
mined empirically.'* 

Most  previous  studies  on  poverty  were  based  on  basic  needs  income 
approach  in  determining  poverty  line  .'^  Also  for  Indonesia,  some  poverty 
estimates  so  far  available  were  based  upon  the  afore  mentioned  approach 
in  which  the  poverty  line  was  determined  by  estimating  the  level  of  in- 
come required  for  satisfying  a  core  bundle  of  basic  personnel  con- 
sumption needs. 

According  to  Sajogyo,  in  the  absence  of  any  basic  standards  for  the 
measurement  of  poverty  and  in  view  of  the  paucity  of  data  on  the 
nutritional  adequacy  of  the  population  at  different  income  levels  that 
would  have  made  even  a  partial  analysis  feasible,  it  was  necessary  to  adopt 
a  form  of  analysis  based  primarily  on  common  sense  notions  and  value 
judgement  about  the  minimum  subsistence  budget  that  would  be 
applicable  in  the  case  of  Indonesia.  In  fixing  the  minimum  income  levels 
for  estimating  the  extent  of  poverty  in  the  urban  and  rural  areas,  how- 
ever, due  to  account  has  been  taken  of  earlier  attempts  to  measure 
minimum  subsistence  levels  on  the  basis  of  the  consumption  of  rice  and 
other  essential  commodities  in  Indonesia." 

Sajogyo,  relating  food  sufficiency  and  income  sufficiency,  took  240  kg 
of  rice  equivalent  per  person  per  year  as  the  poverty  line  in  rural  area  of 
Java  or  320  kg  of  rice  equivalent  per  person  per  year  as  the  poverty  line  in 
urban  area.'*  Like  Sajogyo,  Penny  and  Singarimbun  used  the  same  quan- 
tity of  food  as  the  Javanese  peasant's  own  definidon  of  poverty.  They  used 


14  Samir  Radwan  and  Torkel  Alfthan,  "Household  Survey  for  Basic  Needs:  Some  Issues", 
International  Labour  Review,  Vol.  117,  No.  2,  March-April  1978,  pp.  197-210,  as  quoted 
by  Thee  Kian  Wie,  ibid. 

15  See,  for  example,  the  previous  cited  studies  and  A.B.  Atkinson,  The  Economics  of  Inequali- 
ty, Oxford:  Clarendon  Press,  1975  and  ILO,  Poverty  and  Landlessness  in  Rural  Asia, 
Geneve:  ILO,  1977 

16  Thee  Kian  Wie,  op.  cit. 

17  Sajogyo,  Usaha  Perbaikan  Gizi,  Bogor  Institute  of  Agriculture,  1975 

18  Ibid. 
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the  term  cukupan  (to  have  enough)  and  stated  that  this  was  traditionally 
seemed  as  120  kg  of  rice  per  person  per  year  consumed,  plus  a  surplus  of 
another  120  kg  for  sale.  For  a  family  of  five,  cukupan  then  means  an  in- 
come equivalent  of  1,200  kg  of  rice.''  A  point  to  be  noted  here  is  that  the 
peasant  himself  sees  an  actual  intake  of  about  330  grams  a  day  as  cu- 
kupan. This  is  the  same  as  120  kg  per  person.™  Except  Anne  Booth  who 
used  the  minimum  food  consumption  to  measure  the  poverty  line,^' 
other  writers  also  used  the  same  measurement  as  Sajogyo.^^ 

However,  the  used  indicator  might  not  be  appropriate  because  it  was 
based  on  the  price  during  the  survey  to  collect  the  data  did."  Moreover, 
such  poverty  line  also  neglected  sources  of  income  other  than  agricul- 
tural production  activity  while  about  1 1  percent  of  the  peasants  in  In- 
donesia earned  their  income  from  mixture  activities  in  rural  area.''* 
Furthermore,  the  use  of  food  consumption  to  determine  the  poverty  as 
Booth  did  tells  us  nothing  about  other  basic  needs  such  as  clothing,  hous- 
ing, etc. 

Other  studies  used  the  so  called  international  poverty  line  determined 
by  the  World  Bank  in  measuring  poverty.  The  poverty  line  itself  was  $  75 
for  urban  area  and  $  50  for  rural  area.^^  However,  poverty  has  to  be 
defined  in  relation  to  the  living  standards  of  the  society  in  question,^^  and 
according  to  the  international  poverty  line  some  Indonesians  may  be 


19  David  Penny  and  Masri  Singarimbun,  Population  and  Poverty  in  Rural  Java:  Some  Economic 
Arithmatice  from  Sriharjo,  New  York:  Cornell  International  Agricultural  Development, 
mimeograph  No.  41,  1971 

20  Ingrid  Palmer,  "Rural  Poverty  in  Indonesia  with  Special  Reference  to  Java",  in  Poverty 
and  Landtessness  in  Rural  Asia,  Geneve:  ILO,  1977,  pp.  205-231 

21  Anne  Booth,  "Fiscal  and  Monetary  Policies  to  Promote  Development  with  Equality", 
Ekonomi  dan  Keuangan  Indonesia,  Vol.  23,  No.  4,  1975,  pp. 

22  See,  for  example,  DwightJ.  King  and  Peter  Weldon,  "Income  Distribution  and  Levels  of 
Living  in  Java",  mimeo,  January  1975.  Translation  in  Indonesian  published  in  Ekonomi 
dan  Keuangan  Indonesia,  Vol.  23,  No.  4,  December  1975;  and  Hendra  Esmara,  Perkiraan 
Pembagian  Pendapatan  di  Indonesia,  192^-1973/74  (Estimation  of  Income  Distribution  in 
Indonesia.  1925-1973/74).  Padang:  Institute  for  Regional  Economic  Research  Dept.  of 
Economics,  Andalas  University,  1975 

23  Dwight  J.  King  and  Peter  Weldon,  op.  cil. 

24  The  figure  was  derived  from  1976  Intercensal Population  Survey  ('5f/P/45;,  Jakarta:  Central 
Bureau  of  Statistics,  Tabulation  Series  No.  14,  1978,  Table  14,  p.  58 

25  See,  Sumitro  Djojohadikusumo,  "Indonesia  Menuju  Tahun  2000"  (Indonesia  towards 
the  Year  of  2000),  Prisma,  No.  2,  April  1975;  and  Hendra  Esmara,  Pertumbuhan  Ekonomi, 
Pembagian  Pendapatan  Tingkat  Kemiskinan  di  Jawa  dan  Madura,  op.  cit. 

26  A.B.  Atkinson,  The  Economic  of  Inequality,  op.  cit.,  pp.  186  and  189 
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judged  poor  even  though  they  live  better  -  according  to  Indonesian  liv- 
ing standard  —  than  Malaysians  or  Singaporeans. 

Another  way  of  looking  at  poverty  is  to  take  the  consumption  expen- 
diture as  measurement.  Esmara  used  four  different  criteria,  i.e.,  rice  con- 
sumption per  capita,  consumption  of  9  essential  commodities,  per  capita 
consumption  expenditure  and  minimum  nutritional  requirement."  On 
the  other  hand,  Perera  related  per  capita  consumption  of  food  and  basic 
necessities  at  different  income  levels  and  the  minimum  nutrition  specified 
for  Indonesian  with  the  poverty  line,  making  allowance  for  possible  un- 
der estimation  of  reported  expenditure  on  certain  item  of  consumption.^' 

According  to  Perera,  since  the  only  available  sources  of  information 
are  the  periodic  household  surveys  which  have  been  taken  primarily  for 
the  collection  of  data  on  consumption  rather  than  on  incomes,  and  since 
data  on  income  from  such  sources  are  in  any  case  subject  to  considerable 
bias,  there  was  little  option  but  to  make  use  of  more  reliable  consumption 
data  for  his  study. Meanwhile,  Esmara  argued  that  the  use  of  per  capita 
rice  consumption  as  an  indicator  of  poverty  due  to  the  fact  that  more  than 
50  percent  of  total  consumption  expenditure  spent  for  rice  and  other 
cereals.  Moreover,  consumption  of  9  essential  commodities  could  be  con- 
sidered to  represent  daily  minimum  basic  need  of  Indonesians,  and  the 
concept  of  per  capita  consumption  expenditure  could  be  considered  as  an 
expansion  of  the  first  two  concepts.'" 

On  the  other  side  'of  discussion,  some  economists  take  a  rigid  po- 
sition, mentioning  that  the  use  of  current  income  in  measuring  poverty  is 
not  acceptable  because  it  is  expected  life  —  time  income  rather  than 
observed  current  income  which  is  the  true  indicator  of  welfare.  In  some 
cases,  the  argument  ends  on  this  note  agnosticism  while  in  other  cases, 
however,  the  argument  is  taken  further  and  it  is  claimed  that  the  distribu- 
tion of  current  consumption  rather  than  current  income  is  better  measure 
df  expected  life-time  income." 

However,  it  is  difficult  to  make  such  generalizations  when  refering  to 
contemporary  developing  countries.  A  great  deal  more  must  be  known, 
for  example,  about  the  ways  in  which  households  accomodate  differences 


27  Hendra  Esmara,  Perkiraan  Pembagian  Pendapatan  di  Indonesia,  192^-1913/74,  op.  cit. 

28  L.N.  Perera  (assisted  by  Sri  Budianti),  Economic  Growth  and  the  Distribution  of  Income  in  In- 
donesia (1970-1976),  UN  OTC  Project:  INS/72/002,  Jakarta,  Jakarta  1977 

29  Ibid. 

30  Hendra  Esmara,  op.  cit. 

31  ILO,  Poverty  and  Landlessness  in  Rural  Asia,  Geneve:  ILO,  1977,  p.  13 
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between  current  consumption  and  income.  In  general,  low  income 
groups  tend  to  consume  more  than  they  earn,  and  it  is  most  likely  that 
this  occurs,  not  because  expected  life  time  income  is  so  high  as  to  make  it 
desirable  to  have  an  intertemporal  allocation  of  consumption  different 
from  that  of  income,  but  because  the  requirements  for  physical  survival 
are  in  excess  of  current  income.  It  is  also  seems  highly  likely  that  the  most 
important  mechanism  for  financing  an  excess  of  current  consumption 
over  current  income  is  borrowing  and  the  sale  of  the  meager  assets  owned 
by  these  income  groups.'^ 

Realizing  the  existence  of  controversy  in  definition  of  poverty  and  the 
problems  in  constructing  the  poverty  line  in  Indonesia,  this  study  takes 
per  capita  consumption  expenditure  for  food  and  other  basic  needs  as  the 
poverty  line.  That  is  to  say,  those  whose  consumption  expenditure  (or  in- 
come) for  basic  needs  are  lower  than  the  poverty  line  are  considered  as 
poor.  In  addition,  it  is  reasonable  to  use  the  corresponding  poverty  line 
since  per  capita  consumption  exenditure  represents  expenditure  for  basic 
needs  better  than  the  expenditure  for  9  essential  commodities. 

It  was  mentioned  previously  that  a  single  poverty  line  which  is 
nationally  acceptable  and  uniformly  applicable  has  dubious  value.  For 
Indonesia,  this  argument  is  supported  by  the  fact  that  Indonesia  consists 
of  27  provinces  whose  people  comprises  more  than  200  tribes  with  its  own 
dialect,  culture,  tradition,  etc.  Moreover,  a  province  consists  of  rural  and 
urban  areas  which  have  different  consumption  pattern.  Therefore,  each 
province  in  Indonesia  must  have  its  own  poverty  line  and  it  must  be 
separated  for  rural  and  urban  area. 

An  estimate  of  monthly  per  capita  consumption  expenditure  for  basic 
needs  in  West  Sumatra  in  1976  is  reported  in  Table  1.  From  Table  I  we 
can  compute  that  the  poverty  line  adopted  by  this  study  is  Rp.  53.025  for 
urban  area  and  Rp.  39.195  for  rural  area  of  West  Sumatra  in  1976  at 
current  prices. 


32  Ibid. 
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K.STIMATF.  OF  MONTHLY  PER  CAPITA  CONSUMPTION  EXPENDITURE  FOR  BASIC 
NEEDS  IN  WEST  SUMATRA,  1976  (RUPIAH) 


Item  of  F V nptif  1  i 1 1 1  m 

Urban 

Rural 

Food 

2,868.37 

2,680.49 

Rice  and  oihcr  cereals 

( I,S05,93) 

(1,726.19) 

Fish 
Meal 

(  455.96) 

(  332.85) 

(  278.52) 

(  163.33) 

Vegetables 

(  435.97) 

(  362.48) 

Fruits 

(  191.99) 

(  95.64) 

Shelter 

316.91 

236.39 

Housing 

925.56 

223.96 

Education  and  health 

307.78 

125.40 

TOTAL 

4,418.62 

3,266.24 

Source:  Central  Bureau  of  Statistics,  SUSENAS  V,  1976  (unpublished). 

Appeared  in  Hendra  Esmara,  Kerangka  Dasar  Repelita  III  Sumalera  Baral:  Kebijaha- 
naan.  Pendekalan  dan  Sasaran  (Framework  of  Repelita  III  of  West  Sumatra:  Polici-. 
Approach,  and  Target),  Padang:  Institute  for  Regional  Economic  Research.  Dept. 
of  Economics,  Andalas  University,  1978 


3.  POOR  KECAMATAN  IN  WEST  SUMATRA 

An  attempt  has  been  made  by  the  Directorate  of  Land  Use,  Depart- 
ment of  Home  Affairs,  Jakarta  to  determine  poor  kecamatans  and  their 
location  in  West  Sumatra,  using  data  of  1973.  The  finding  was  reported  in 
its  publication  No.  64.'* 

The  study  considered  per  capita  consumption  of  9  essential  com- 
modities as  the  minimum  basic  needs  of  people  in  West  Sumatra,  taking 
their  prices  in  December  1973  as  the  poverty  line,  i.e.,  Rp.  24,366.  By 
assuming  that  other  needs  were  exactly  equal  to  the  minimum  basic 
needs,  the  study  classified  kecamatans  in  West  Sumatra  into  (1)  very  poor, 
(2)  poor,  (3)  near  poor,  and  (4)  non-poor.  Kecamatan  with  per  capita  in- 
come below  75  percent  of  the  poverty  line  was  considered  as  verv  poor 
region.  The  poor  kecamatan  was  defined  as  kecamatan  with  per  capita  in- 
come greater  than  75  percent,  exactly  equalled  or  25  percent  greater  than 
the  poverty  line.  If  per  capita  income  of  the  kecamatan  was  more  than  25 
percent  greater  than  but  smaller  than  200  percent  of  the  povert^^  line,  then 


33  Republic  of  Indonesia,  Directorate  of  Land  Use,  Department  of  Home  Aifairs,  Pencn- 
luan  Lnkasi  Danah  Miskin  Projrinsi  Sumntern  linrat  (Location  oi"  Poor  Kecamatan  in  West 
.Siimaira),  Jakarta,  1976,  Publication  No.  64 
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the  corresponding  kecamatan  was  considered  as  near  poor.  Moreover, 
Kecamatan  which  had  per  capita  income  greater  than  two  times  poverty 
line  was  called  non-poor  region.^* 

The  study  conducted  by  the  Directorate  of  Land  Use  found  that  37  out 
of  77  kecamatans  in  West  Sumatra  (excluding  those  in  Kotamadya  Pa- 
dang)  could  be  considered  as  poor  and  none  of  them  was  found  as  very 
poor  (see  Table  2). 

It  was  expected  that  some  poor  kecamatans  in  1973  could  improve 
their  conditions  during  PELITA  II.  In  preparing  the  PELITA  III  of  West 
Sumatra,  the  Repelita  Team  of  West  Sumatra  adjusted  the  figures  made 
by  the  Directorate  of  Land  Use.  The  revised  Figures  are  presented  in  Table 
3.  However,  the  revision  was  based  only  on  consensus  between  the  Team 
and  Bupatis  which  was  derived  from  "Bupatis'  field  observations".'^  This 
subjective  revision,  of  course,  would  not  give  an  objective  figure  of  poor 
kecamatans  in  West  Sumatra. 

TABLE  2 

POOR  KECAMATANS  IN  WEST  SUMATRA  ACCORDING  THE  DIRECTORATE  OF 
LAND  USE'S  STUDY 

Kabupaten  Poor  Kecamatan  Near  Poor  Kecamatan 


Tanjung  Mutiara 
Lubuk  Basung 
Baso 

Tilatang  Kamang 

Banuhampu/Sei.  Puar 

Matur 

Koto  Baru 

Suliki 

Kapur IX 

Luhak 

Harau 


IV  Koto 

IVAngkat  Candung 
Palembayan 
Tanjung  Raya 

Guguk 
Payakumbuh 


34  The  study  estimated  per  capita  income  of  kecamatan  by  production  approach,  taking  15 
sectors  of  the  economy  into  account.  Using  an  average  per  capita  income  of  two  village 
samples  in  each  kecamatan  sample  with  the  sample  size  of  31  percent  as  dependent 
variable,  per  capita  income  of  kecamatan  was  estimated  by  linear  regression  method. 
Several  variables  which  considered  having  high  correlation  with  per  capita  income  were 
taken  as  independent  variables,  namely  the  length  of  road,  kids  in  the  family,  land  area 
owned  by  the  family,  population  density,  productivity  of  farm  land,  realization  of 
IPEDA,  per  head  children,  number  of  land  owners,  etc. 

35  Hendra  Esmara,  Kerangha  Dasar  REPELITA  III  Sumatera  Barat:  Kebijaksanaan,  Pendehatan 
dan  Sasaran  (Framework  of  REPELITA  III  of  West  Sumatra:  Policy,  Approach,  and 
Target),  Padang:  Institute  for  Regional  Economic  Research,  Dept.  of  Economics  Anda- 
las  University,  1978,  pp.  33-35 
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K;ilnip;ilcn 


Poor  Kccamatan 


Near  Poor  Kccamatan 


Padang  Pariainaii 


Pasanian 


Pcsisir  Sclatan 


S.  Liinto/Sijunjung 


Solok 


Tanah  Datar 


Pagai  Ulara/Sclatan 
Sei.  Limau 
Sipora 

Sei.  Geringging 
V  Koto 
Kolo  Tangah 


Sei.  Beramas 
Pasaman 


IVJurai 
Bayang 


Puiau  Punjung 
Talawi 
Sijunjung 
Tanjung  Gadang 
Koto  VII 
Sawahlunto 
Sumplur  Kudus 

IX  Koto 

X  Koto  Diatas 
Payung  Sekaki 
Kubung 


Lintau  Buo 
Rambatan 
Tanjung  Emas 
V  Kaum 


II  kali  XI/VI  Lingkung 
Lubuk  Aiung 
Lubuk  Begalung 
Nan  Sabaris 
Pariaman 
Pauh 

Siberut  Utara 
Siberul  Selatan 
VII  Koto 
Bonjol 

Lembah  Malintang 
Lubuk  Sikaping 
Rao  M.T. 
Talamau 
Batang  Kapas 
Koto  XI 
Lengavang 
Pancung  Soal 
Tanah  Pcsisir 
Koto  Baru 


Bukit  Sundi 

GunungTalang 

Lembangjaya 

Lembah  Gumanti 

Pantai  Cermin 

X  Koto  Dibawah. 

Sei.  Pagu 

Sangir 

Batipuh 

Pariangan 

Salimpaung 

Sungayang 

Sei.  Tarab 

X  Koto 
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POOR  KECAMATAN  IN  WEST  SUMATRA  ACCORDING  TO  THE  REPELITA  TEAM 
OF  WEST  SUMATRA 


Kabupaten  Poor  Kecamatan 


Agam 


50  Kota 


Padang  Pariaman 


Pasaman 


Pesisir  Selatan 


S.  Lunto/Sijunjung 


Solok 


Tanah  Datar 


Tanjung  Mutiara 

IV  Koto 

Baso 

Tilatang  Kamang 
Matur 

Pangkalan  Koto  Baru 

Kapur IX 

Harau 

Siberut  Utara 
Siberut  Selatan 
Pagai  Utara/Selatan 
Sipora 
Sei.  Limau 
Sei.  Beremas 
Rao  M.T. 
Talamau 

Lembah  Malintang 

IVJurai 

Bayang 

Koto  XI  Tarusan 
Pulau  Punjung 
Sijunjung 
Tanjung  Gadang 
Sumpur  Kudus 
Koto  Baru 

IX  Koto  Sei.  Lasi 

X  Koto  Diatas 
Payung  Sekaki 
Lembah  Gumanti 
Rambatan 
Tanjung  Emas 
Salimpaung 


Another  way  to  revise  the  list  of  poor  kecamatans  made  by  the  Di- 
rectorate of  Land  Use  is  to  use  exacdy  the  same  method  used  by  the 
Directorate  of  Land  Use.  However,  it  will  be  based  on  the  latest  available 
data.  Since  SAKERNAS  was  conducted  in  1976,  this  study  chooses  the 
year  of  1976  as  the  base  year  for  computadon.  Because  of  per  capita  in- 
come of  any  kecamatan  in  West  Sumatra  in  1976  is  not  available  yet,  we 
have  to  estimate  it  first. 

The  gross  domestic  product  of  West  Sumatra  has  been  esdmated  to 
grow  annually  at  7  percent  during  PELITA  IL  If  annual  population 
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growth  rate  in  West  Sumatra  is  estimated  at  1.92  percent  during  the  same 
period,  the  growth  rate  of  per  capita  income  of  West  Sumatra  will  be  5  08 
percent  during  1974/75-1978/79.«  However,  it  is  unreaHstic  to  assume 
that  all  kecamatans  in  West  Sumatra  have  the  same  income  growth  rate 
because  several  kecamatans  have  different  natural  resources  than  others. 
For  the  purpose  of  estimation,  kecamatans  in  West  Sumatra  have  been 
divided  into  five  groups,  assuming  that  kecamatans  in  each  group  are 
homogenous.  The  group  of  kecamatan  is  called  region  of  development  of 
West  Sumatra,^'  and  they  are  (1)  group  A  which  consists  of  all  kecamatan 
m  kabupaten  of  Pasaman,  (2)  group  B  which  comprises  all  kecamatans  in 
kabupaten  of  Agam,  50  Kota  and  Tanah  Datar,  (3)  group  C  which  consists 
of  all  kecamatan  in  kabupaten  Pesisir  Selatan  and  Padang  Pariaman  ex- 
cept kecamatan  of  Pagai  Utara/Selatan,  Sipora,  Siberut  Utara,  and 
Siberut  Selatan,  (4)  group  D  which  consists  of  all  kecamatans  in 
kabupaten  of  Solok  and  Sawah  Lunto  Sijunjung,  and  (5)  group  E  which 
consists  of  kecamatan  of  Pagai  Utara/Selatan,  Sipora,  Siberut  Utara  and 
Siberut  Selatan. 

Estimate  of  annual  growth  rate  of  per  capita  income  in  each  region  of 
development  during  PELITA  II  are  presented  in  Table  4.  While  Table  5 
shows  per  capita  income  of  kecamatans  in  West  Sumatra  in  1973  and 

1976.^'' 

TABLE  4 

E.STIMATES  OF  ANNUAL, GROWTH  RATE  OF  PER  CAPITA  INCOME  IN  REGION 
OF  DEVELOPMENT  OF  WEST  SUMATRA  DURING  PELITA  III 


Region  Regional  Population  Per  capita 

income  income 


A  .5.20  2.70  2.50 

B  7.17  1.49  5.68 

C  8.86  2.10  6.76 

D  8.16  1.82  6.34 

E  7.93  2.50  5.43 

We.st  Sumatra  7.08  1.92  5.16 


Source:  Hcndra  Esmara,  Kerangka  Dasar  REPELITA  III  Sumatera  Barat:  Kebijaksanaan, 
Pendekatan  dan  Sasaran  (Framework  ofREPELITA  III  of  West  Sumatra:  Policy.  Ap- 
proach, and  Target),  Padang:  Institute  Tor  Regional  Economic  Research,  Dept.  of 
Economics  Andalas  University,  1978,  pp.42  and  46 


36  Hendra  Esmara,  op  cit.,  p.  38 

37  Ibid.,  pp.  5-12 

38  Kecamatans  in  the  municipality  of  Padang  are  excluded  because  their  per  capita  income 
in  1973  are  not  reported  by  the  Directorate  of  Land  Use's  study. 


48 


TABLE  5 


POVERTY  LINE  AND  POOR  KECAMATANS 


ESTIMATES  OF  PER  CAPITA  INCOME  OF  KECAMATAN  IN  WEST  SUMATRA,  1973 
AND  1976  (RUPIAH) 


rvduupdtcn/  is.cCamaLan 

1975" 



1976""* 

Agam 

Tanjung  Mudara 

28,377.60 

33,493.00 

Lubuk  Basung 

29,266.98 

34,542.70 

Baso 

8  1  Q  87 

Tilatang  Kamang 

29,515.89 

34,836.48 

Banuhampu/Sei.  Puar 

29,637.60 

34,980.13 

Matur 

29,740.06 

35,101.06 

IV  Koto 

30,789.14 

36,335.71 

Tanjung  Raya 

31,706.85 

37,422.39 

IV  Angkat  Candung 

33,656.18 

39  723  in 

Palembayan 

38,817.57 

45  8  14  90 

50  Kola 

Koto  Baru 

21,436.75 

25  300  98 

Suliki 

24,150.09 

28,503.43 

Kapur IX 

24,567.37 

98  995  93 

Luhak 

25,947.70 

30  625  08 

Harau 

27,595.36 

32  569  75 

Guguk 

34,937.05 

41  334  87 

Payakumbuh 

36,952.50 

43  613  63 

Padang  Pariaman 

Pagai  Utara/Selatan 

21,941.33 

25  713.17 

Sei.  Limau 

22,452.92 

97991  19 

Sipora 

22  988  1  fi 

Sei.  Geringging 

25,425.74 

Qfl  QQO  cn 

VKoto 

28  fi  1  7  Sfi 

Koto  Tangah 

28,74 1.4 1 

QJ.  Q7Q  n? 

Pariaman 

9Q  9  7  9  Qfl 

Siberut  Utara 

32,489.69 

38,074.85 

VII  Koto 

Sfi  11 8  99 

J.9  040  Q  1 

Lubuk  Begalung 

37  655  96 

4.C  fi  1  0  CI 

T-0,0  ]  y.o  1 

Siberut  Selatan 

38  477  3  1 

J.C  nn  1  7  fi 

4-0, uy  1 .  /  0 

Lubuk  Alung 

A1  9  fin  /I  Q 

Nansabaris 

39,631.74 

'4.S  994.  fi9 

Pauh 

4.4.  lOR  fifi 

1  \JO ,  DO 

03,000. 14 

II  Kali  XI/VI  Lingkung 

45,177.97 

54,973.38 

Pasaman 

Sei.  Beremas 

28,415.02 

30,599.87 

Pasaman 

28,852.61 

31,071.10 

Bonjol 

31,213.13 

33,613.13 

Rao  M.T. 

32,428.84 

34,922.31 

Lubuk  Sikaping 

37,542.60 

40,429.27 

Talamau 

40,963.37 

44,113.07 

Lembah  Malintang 

43,370.28 

46,705.05 
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TABLE  5  (continued) 


Kabupaien/Kccamatan 


1975' 


1976" 


South  Coast 

IVJurai 
Bayang 
Lengayang 
Koto  XI 
Batang  Kapas 
Ranah  Pesisir 
Pancungsoal 

S.Lunto  Sijunjung 
Pulau  Punjung 
Talawi 
Sijunjung 
Tanjung  Gadang 
Koto  VII 

IV  Nagari 
Sawah  Lunto 
Sumpur  Kudus 
Koto  Baru 

Solok 

IX  Koto 

X  Kpto  Diatas 
Payung  Sckaiti 
Kubang 

X  Koto.Dibawah 
Lembali  Gumanti 
Pantai  Ccrmin 
Lembangjaya 
Sangir 
Sei.  Pagu 
GunungTalan 
Bukit  Sundi 
Tanah  Dalar 
Lintau  Buo 
Rambatan 
Tanjung  Emas 

V  Kaum 
X  Koto 
Batipuh 
Sei.Tarab 
Pariangan 
Sungayang 
Salimpaung 


23,611.27 
26,650.08 
31,400.83 
38,625.90 
39,098.49 
44,750.29 
45,697.09 

18,892.17 
19,965.89 
21,617.74 
22,265.89 
24,364.35 
24,582.87 
27,076.70 
28,775.50 
32,982.20 

19,812.04 
25,600.64 
26,150,97 
26,674.96 
31,466.91 
32,450.11 
32,935.63 
39,532.69 
41,376.12 
41,864.79 
44,295.21 
46,735.83 

24,216.11 
25,042.09 
28,512.10 
29,253.86 
31,055.97 
31,931.13 
33,288.05 
37,048.00 
37,583.86 
38,385.49 


28,730.62 
32,428,30 
38,209.10 
47,000.70 
47,575.75 
54,452.97 
55,605.05 

22,139.84 
23,398.14 
25,333.95 
26,093.52 
28,552.72 
28,808.80 
31,731.34 
33,722.17 
38,652.02 

23,217.84 
30,001.53 
30,001.53 
31,260.54 
36,852.81 
38,028.47 
38,597.45 
46,328.58 
48,488.91 
49,061.58 
51,909.80 
54,769.98 

28,581.35 
29,581.35 
33,651.75 
34,527.22 
36,654.18 
37,687.10 
39,288.62 
43,726.35 
44,358.80 
45,304.94 


'  Estimate  made  by  the  Directorate  of  Land  Use 
Estimated  by  using  the  formula  Y,  =  Yq  d+g)^ 
Yt  =  income  of  kecamatan  per  capita  in  1976 
Yq  =  income  of  kecamatan  per  capita  in  1973 
g    =  growth  rate  of  income  per  capita  per  annum 
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Moreover,  the  poverty  line  according  to  the  concept  of  the  Directorate 
of  Land  Use  based  on  the  prices  of  9  essential  commodities  in  Padang  in 
December  1976  was  Rp.  28,367  at  current  prices  as  shown  in  Table  6. 

TABLE  6 


BASIC  MINIMUM  NEEDS  IN  WEST  SUMATRA  BASED  ON  THE  PRICES  OF  9 
ESSENTIAL  COMMODITIES  IN  PADANG  IN  DECEMBER  1976 


Item 

Unit 

Price  per  unit 

Total  price 

(Rp) 

(Rp) 

1.  Rice 

140  kg 

111.62 

16,186.80 

2.  Salted  fish 

15  kg 

400.00 

6,000.00 

S.  Sugar 

3.5  kg 

200.00 

700.00 

4.  Textile 

4  m 

235.00 

940.00 

5.  Cooking  oil 

6btl. 

225.00 

1,350.00 

6.  Kerosene 

60  btl. 

17.50 

1,050.00 

7.  Salt 

9  kg  . 

20.00 

180.00 

8.  Soap 

10  kg 

130.00 

1,300.00 

9.  Batik 

2P 

629.00 

1,258.00 

TOTAL 

28,366.80 

Source:  Economic  Indicator,  Monthly  Statistical  Bulletin,  Jakarta:  Central  Bureau  of  Statistics, 
LUE  77-08-01,  January  1977 

It  is  worthy  to  note  that  per  capita  income  of  kecamatan  presented  in 
Table  5  are  at  constant  prices  1973  while  the  poverty  line  presented  in 
Table  6  is  at  current  prices.  In  order  to  make  them  comparable,  the  latter 
should  be  computed  at  constant  prices  1973  too.  Using  the  monthly  price 
index  of  9  essential  commodities  in  Padang  as  deflator,  the  expenditure 
for  minimum  basic  needs  which  was  considered  as  poverty  line  and  total 
expenditure  for  the  whole  needs  at  constant  prices  1973  were  Rp.  20,662 
and  Rp.  41,324  respectively. 

After  comparing  the  poverty  line  and  per  capita  income  of  keca- 
matan, the  method  used  by  the  Directorate  of  Land  Use  found  that  none 
of  the  kecamatans  in  West  Sumatra  could  be  considered  as  very  poor  in 
1976.  However,  there  were  8  poor  kecamatans  and  46  near  poor  keca- 
matans in  the  same  year.  See  Table  7  for  more  detailed  figures. 
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TABLE  7 


POOR  KECAMATAN  I N  WEST  SUMATRA  ACCORDI NC  TO  THE  METHOD  USED  BY 
THE  DIRECTORATE  OF  LAND  USE,  1976 


K;il)np;ucii 


Poor  kccamaian 


Near  poor  kecamatan 


Again 
.'jO  Kota 

Padang  Pariainan 
Pasaiiiaii 


Pcsisir  Sclalaii 
Sawali  Lunto  Si- 
jmijimg 


Solok 


Tanah  Datar 


Koto  Baru 

Pagai  Utara/Selatan 
Sungci  Limau 
Sipora 


Pulau  Punjung 
Talawi 
Sijunjung 
IX  Koto 


All  kecamatans  except 

Palcmbavan 

All  kecamatans  but  not 

Koto  Baru  and  Payakumbuh 

Sungei  Geringging 

VKoto 

Koto  Tangah 

Pariaman 

Siberut  Utara 

All  kecamatans  but  not 

Talamau  and  Lembah 

Malintang 

IVJurai,  Bayang,  Lengavang 

All  kecamatans  other  than 

those  which  considered 

as  poor 

X  Koto  Diatas 

Pavung  Sekaki 

Kubang 

X  Koto  Dibawah 

Leinbah  Gumanti 

Pantai  Cermin 

All  kecamatans  except 

Pariangan,  Sungavang  and 

Salimpaung 


The  findings  on  poor  kecamatan  presented  in  Table  7  are  quite 
different  fi'om  those  reported  in  Table  3.  However,  as  mentioned 
previously,  the  Directorate  of  Land  Use  used  the  prices  of  9  essential  com- 
modities in  Padang  to  compute  the  poverty  line.  Consequently,  the  prices 
of  essential  commodities  in  rural  area  might  be  underestimated.  Also  the 
study  done  by  the  Directorate  of  Land  Use  took.  140  kg  of  rice  as  per 
capita  rice  consumption  and  this  picture  underestimated  rice  consump- 
tion in  rural  area  and  overestimated  rice  consumption  in  urban  area  of 
West  Sumatra.  Unpublished  data  from  the  Central  Bureau  of  Statisdcs, 
Jakarta,  indicated  that  per  capita  rice  consumption  in  West  Sumatra  bas- 
ed on  SUSENAS  (January- April)  1976  was  145  kg  per  year  while  for  ur- 
ban and  rural  areas  of  West  Sumatra  were  129  kg  and  149  kg  per  year, 
respectively.  Another  thing  to  be  noted  here  is  that  the  Directorate  of 
Land  Use  applied  a  single  poverty  line  which  was  not  valid  either  for  ur- 
ban or  rural  area  while  both  areas  had  different  consumpdon  pattern. 
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In  addition,  the  basket  of  9  essential  commodities  was  based  on  a  sur- 
vey conducted  in  Jakarta  about  two  decades  ago.  Are  commodities  which 
were  considered  as  essential  long  time  ago  as  essential  today?  The 
economy  has  improved  during  these  past  years  and  one  would  have 
thought  that  certain  goods  of  higher  quality  have  now  become  essential 
replacing  essential  commodities  that  have  now  become  inferior. Thus, 
the  9  essential  commodities  might  not  represent  the  minimum  basic  needs 
of  Indonesians  today,  and  what  is  inferior  for  Jakarta  residents  might  be 
essential  for  residents  of  other  cities  or  provinces.  Therefore,  essential 
commodities  might  differ  from  one  province  to  another. 

Lastly,  it  seemed  that  the  study  of  the  Directorate  of  Land  Use  did  not 
use  the  concept  of  poverty  line  consistendy  because  some  kecamatans 
which  had  per  capita  income  above  the  poverty  line  were  also  considered 
as  poor. 

Due  to  the  fact  that  both  methods  used  by  the  Directorate  of  Land  Use 
and  the  Repelita  Team  of  West  Sumatra  have  several  weaknesses,  this 
study  follows  the  following  procedures: 

(1)  Per  capita  consumption  expenditure  for  basic  needs  is  used  as  the 
poverty  line  (see  the  previous  argument  in  secdon  2  of  this  paper). 
Then,  the  poverty  line  is  separated  for  rural  and  urban  area. 

(2)  Per  capita  income  of  kecamatans  as  presented  in  Table  5  is  com- 

pared with  the  adopted  poverty  line. 
Since  we  have  two  different  poverty  line  for  urban  and  rural  areas,  we 
should  determine  first  which  kecamatans  in  West  Sumatra  could  be  con- 
sidered as  rural  or  urban  area.  Population  Census  in  197  I  defined  that  a 
village  could  be  considered  as  urban  if  ( I )  most  of  its  people  do  not  work 
in  agricultural  sector,  and  (2)  it  possesses  three  urban  facilides,  i.e., 
hospital/health  clinic,  school  building  and  electricity  supply.^"  Based  on 
the  above  definition,  a  kecamatan  will  be  considered  as  urban  area  if  the 
corresponding  kecamatan  consists  of  urban  villages.  On  the  other  hand,  a 
kecamatan  will  be  called  rural  area  if  it  comprises  rural  villages  where 
most  people  are  engaged  in  agricultural  activides  and  most  villages  do  not 
have  one  of  the  three  urban  facilities  mentioned  above. 

Due  to  the  fact  that  most  villages  in  municipalities  have  electricity 
supply,  hospital/health  clinic  and  school  building  as  well  as  most  popula- 


Nugroho,  "Angka  Indeks  Biaya  Hidup,  Ukuran  Inflasi,  dan  sebagainya"  (Cost  of  Living 
Indeccs,  Inflation  Measure,  etc.),  Ekonomi  dan  Keuangan  Indonesia,  Vol.  25,  No.  4, 
December  1977,  pp.  38,5-404 

Anonymous,  A  Search  for  Better  Definition  of  Urban  Village  in  Indonesia.  Jakarta:  Central 
Bureau  of  Statistics,  VP  78-04,  June  1977,  p.  24 
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tion  there  do  not  engage  in  agriculture,  all  kecamatans  in  the 
municipalities  can  be  concluded  as  urban  area.  However,  only  Padang 
municipality  has  three  kecamatans  while  other  municipalities  in  West 
Sumatra  -  BukitTinggi,  Sawah  Lunto,  Padang  Panjang,  Solok,  and  Paya- 
kumbuh  —  do  not  have  any  kecamatan. 

Though  most  villages  in  West  Sumatra  have  school  buildings  most  of 
them  do  not  have  electricity  supplies  and  hospitals/health  clinics.*'  In  ad- 
dition, most  people  there  are  engaged  in  agricultural  sector.  Therefore, 
7  7  kecamatans  in  West  Sumatra  (excluding  those  in  Padang)  can  be  con- 
sidered as  rural  area.  Thus  urban  poverty  line  will  be  used  only  for  keca- 
matans in  Padang  while  rural  poverty  line  will  be  used  for  other  77  keca- 
matans. 

In  order  to  get  the  poverty  line  at  constant  prices  1973,  the  poverty 
line  at  current  prices  should  be  deflated  by  a  certain  index.  The  most  ap- 
propriate index  for  such  purpose  probably  is  the  cost  of  living  index.  Un- 
fortunately, the  corresponding  index  is  not  available  for  rural  area  of 
West  Sumatra  while  we  have  concluded  that  77  kecamatans  in  West  Suma- 
tra as  rural  areas.  To  escape  from  such  difficulty  this  study  uses  the  price 
index  of  9  essential  commodities  as  deflator,  namely  the  price  index  of  9 
essential  commodities  in  Padang  as  deflator  of  the  poverty  line  for  urban 
area  and  the  same  index  for  rural  area  as  deflator  of  the  poverty  line  for 
rural  area.  The  use  of  price  index  of  9  essential  commodides  as  deflator  is 
reasonable  because  the  9  essential  commodities  dominates  consumption 
expenditure  of  the  people  for  the  basic  needs. 

After  deflating  the  poverty  line  at  current  prices  based  on  the  data 
presented  in  Table  1,  the  poverty  line  at  constant  prices  1973  were  Rp. 
38,623  and  Rp.  34,963  for  urban  and  rural  areas  of  West  Sumatra,  respec- 
tively. 

Furthermore,  in  order  to  keep  the  concept  of  poverty  line  be  used 
consistently  this  study  holds  the  following  definitions :  ( 1 )  very  poor  keca- 
matan is  a  kecamatan  with  per  capita  income  less  than  50  percent  of  the 
poverty  line,  (2)  poor  kecamatan  is  a  kecamatan  with  per  capita  income 
greater  than  50  percent  but  smaller  than  80  percent  of  the  poverty  line, 
(3)  near  poor  kecamatan  is  a  kecamatan  with  per  capita  income  greater 
than  80  percent  but  less  than  or  equals  the  poverty  line,  and  (4)  non-poor 
kecamatan  is  a  kecamatan  with  per  capita  income  greater  than  the  poverty 
line. 


4 1  Data  on  these  three  facilities  by  village  can  be  found  in  Zainulif,  Drs.,  et.  al.,  Distribusi  In- 
frastrukluT  Menurut  Desa  (Nagari)  di  Propinsi  Sumatera  Barat—Laporan  Studi  Makro  (Distri- 
bution of  Infrastructure  by  Village  in  West  Sumatra— A  Macro  Study  Report),  Padang: 
PROPPIPDA  Kantor  Wiiayah  Dep. -P  dan  K  Propinsi  Sumatera  Barat,  1977 
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Based  on  the  above  criteria,  this  study  concludes  that  none  of  the 
icecamatans  in  West  Sumatra  could  be  categorized  as  very  poor  in  1976. 
However,  9  out  of  7  7  kecamatans  (excluding  those  in  Padang)  were  found 
as  poor  region  in  the  same  year.  In  addition,  28  near  poor  kecamatans 
and  40  non-poor  kecamatans  were  found  in  West  Sumatra  in  1976.  Table 
8  gives  the  names  of  any  type  of  kecamatan. 


TABLE  8 


POOR  KECAMATAN 

IN  WEST  SUMATRA 

IN  1976  ACCORDING  TO  THIS  STUDY 

Kabupatcn 

Poor  Kecamatan 

Near  poor  kecamatan 

All  kpf^mnr^n  fvrf^vtt 

/VII  ^l^Ucl  1 1  Id  la  1 1  CAI^triJl 

Matur,  IV  Koto,  Tanjung 

Rava    IV  Ancrknt  C ^nn nncr 

ixcxya,  1  V  y^iit^^ul  v^d  1 ILI L41  Ic, 

diii-i  1  dil.  1 1  H-zu  y  d  1 1 

50  Kota 

Koto  Baru 

All  kprampl'ans  niir  nof 

1.11  r.  V.  v^d  1 1  Id  Id  1 1 3  u  Li  1  iJvJi 

Koto  Baru,  Guguk.  and 

Pa  va  K 1  imni  1  h 

1  a.                 >  1  u  U 1  1 

Padang  Pariaman 

Pagai  Utara/Selatan 

.Si  1  ntTfi  r^pri  no"CTi  ncr 

Sungei  Limau 

V  Koto 

Sipora 

Pasaman 

All  kecamatan  except 

Lubuk  Sikaping,  Simpang  IV, 

and  Lembah  Melintang 

Pcsisir  Selatan 

IVJurai  and  Bavang 

Sawah  Lunto 

Pulau  Punjung 

Koto  VII 

Sijunjung 

Talawi 

IV  Nagari 

Sijunjung 

Sawah  Lunto 

Tanjung  Gadang 

Sumpur  Kudus 

Solok 

IX  Koto 

X  Koto  Diatas 

Payung  Sekaki 

Kubung 

Tanah  Datar 

Lintau  Buo,  Rambatan, 

Tanjung  Emas  and  V  Kaum 

Since  the  most  appropriate  deflator  of  poverty  line  derived  from  con- 
sumption expenditure  for  basic  needs  is  the  cost  of  living  index,  it  is  better 
to  do  the  next  exercise.  Though  the  cost  of  living  index  for  rural  area  is 
not  available,  it  can  be  estimated  from  the  price  index  of  9  essential  com- 
modities using  a  linear  regression  method.*^  However,  it  must  be  assum- 
ed that  correlation  between  the  cost  of  living  indices  in  rural  and  urban 
areas  is  exactly  equal  to  correlation  between  price  indices  of  9  essential 
commodities  in  both  areas. 


42  Sec,  Hendra  Esmara,  "Perkiraan  Tingkat  Pendapatan  di  Daerah  Kota  dan  Daerah  Pede- 
saan  di  Indonesia,  1967-1976"  (Estimation  oflncome  Level  of  Rural  and  Urban  Areas 
in  Indonesia,  1967-1976),  Padang:  Institute  for  Regional  Economic  Research,  Depart- 
ment of  Economics  Andalas  University,  October  1978 
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Table  9  presents  the  price  indices  of  9  essential  commodities  both  for 
rural  and  urban  areas  of  West  Sumatra  and  the  cost  of  living  indices  in 
Padang.  Two  groups  of  data  are  used  in  estimating  die  regression  line, 
i.e.,  the  group  of  197  1-1977  and  the  group  of  1971-1978." 

Using  the  data  of  197  1  -  1977  an  estimated  regression  line  is 

Y  =  28.514  +  0.807X  ;  r^  =  0.946 
(9.373) 

where  Y  is  price  index  of  9  essential  commodities  in  rural  area  and  X  is 
price  index  of  9  essential  commodities  in  Padang.  The  figure  in 
parentheses  is  computed  t  —  value  which  is  highly  significant. 

TABLE  9 


PRICE  INDEX  OF  9  ESSENTIAL  COMMODITIES  IN  WEST  SUMATRA  AND  COST  OF 
LIVING  INDEX  IN  PADANG  (URBAN  AREA),  1971-1978 

Year  Price  index  of  9  essential  Cost  of  living  index 

commodities  in  Padang 

Padang  Rural  Area  (1971=100) 

(1971  =  100) 


I97I 

100 

100 

100 

1972 

93 

101 

98 

1973 

177 

190 

146 

1974 

208 

213 

187 

1975 

202 

187 

208 

1976 

243 

213 

255 

1977 

258 

230 

297 

1978 

271^ 

.  307b 

312^ 

^average  of  10  months 
^average  of  7  months 


Source:  Economic  Indicator-M.onthhf  Statistical  Bulletin,  Jakarta:  Central  Bureau  of  Statistics, 
several  year  issues 

A  trial  of  using  the  data  of  1971  —  1978  gives  the  estimated  regression 
line  in 

Y  =  8.133  +  0.951X  ;  r''  =  0.896 
(7.177) 

From  both  estimated  regression  line  we  can  see  that  the  regression  line 
estimated  by  using  the  data  of  1971—1977  has  more  predictive  power 
since  it  has  greater  r^  and  computed  t  —  value,  and  it  will  adopted  here. 


43  The  available  data  on  price  indeces  of  9  essential  commodities  in  rural  area  are  onlv 
from  1971. 
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Using  the  adopted  regression  line  an  estimation  of  cost  of  living  in- 
dices in  rural  area  of  West  Sumatra  is  presented  in  Table  10.  Then,  using 
the  cost  of  living  index  as  deflator  we  get  the  poverty  line  for  urban  and 
rural  areas  of  West  Sumatra  in  1976  at  constant  prices  1973  as  much  as 
Rp.  31,204  and  Rp.  23,065,  respectively. 

TABLE  10 


ESTIMATED  COST  OF  LIVING  INDEX  IN  RURAL  AREA 
OF  WEST  SUMATRA,  1971-1978  (1971  =  100) 


Ycar 

Index 

1971 

100 

1972 

98 

1973 

143 

1974 

181 

197.5 

200 

1976 

243 

1977 

283 

1978 

296 

After  following  the  previous  procedure  and  based  on  the  definitions 
of  poor  and  non-poor  kecamatan  made  earlier  as  well  as  using  the  above 
poverty  line  it  is  concluded  that  all  kecamatans  in  West  Sumatra  could  be 
categorized  as  non-poor  in  1976.  However,  it  seems  that  such  conclusion- 
is  unbelievable  so  that  this  conclusion  could  be  ignored.  Nevertheless, 
some  further  conclusions  could  be  derived  from  it,  namely  (1)  the 
assumption  on  equality  of  correlation  between  cost  of  living  indices  in  ur- 
ban and  rural  areas  and  correlation  between  price  indices  of  9  essential 
commodities  in  both  areas  may  not  be  correct.  Figure  1  shows  that  the 
lines  of  price  indices  of  9  essendal  commodities  in  urban  and  rural  areas 
cut  to  each  other  in  1974  and  in  the  mid  of  1977.  However,  the  lines  of 
cost  of  living  indices  coincided  during  1971  and  never  cut  to  each  other 
during  the  other  periods;  (2)  the  cost  of  living  index  may  not  be  an  ap- 
propriate deflator  of  the  adopted  poverty  line. 


4.  CONCLUDING  REMARKS 


This  paper  undertook  a  comprehensive  and  critical  review  of  exisdng 
literature  on  the  varying  definitions  of  poverty  used  in  previous  studies 
and  ultimately  redefining  poverty  line  based  on  an  average  consumption 
expenditure  for  basic  needs.  The  adopted  poverty  lines  for  urban  and 
rural  areas  of  West  Sumatra  were  Rp.  53,025  and  Rp.  39,195  respectively 
at  current  prices  in  1976. 
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FIGURE  1.  COST  OF  LIVING  INDEX  AND  PRICE  INDEX  OF  9  ESSENTIAL 
COMMODITIES  IN  WEST  SUMATRA 
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In  addition  to  quote  the  list  of  poor  kecamatans  according  to  the  Re- 
pelita  Team  of  West  Sumatra  this  study  also  tried  to  determine  poor  keca- 
matans in  West  Sumatra  based  on  the  method  used  by  the  Directorate  of 
Land  Use  as  well  as  its  own  method.  For  its  own  method  this  study  used 
two  kind  deflators  to  deflate  the  poverty  line  separately,  i.e.,  the  cost  of 
living  index  and  price  index  of  9  essential  commodities. 

The  finding  based  on  poverty  line  which  was  deflated  by  the  cost  of 
living  index  was  unbelievable  and  not  acceptable  but  supported  the  use  of 
price  index  of  9  essential  commodities  to  deflate  the  poverty  line.  There- 
fore, the  finding  of  this  study  was  based  on  poverty  line  which  was 
deflated  by  the  price  index  of  9  essential  commodities. 

There  is  one  thingwhich  happen  to  exist  but  is  not  a  surprise,  i.e.,  the 
number  of  poor  kecamatans  resulted  by  the  method  used  by  the  Di- 
rectorate of  Land  Use  and  those  yielded  by  the  method  of  this  study  were 
almost  the  same.  On  the  other  hand,  the  number  of  non-poor  and  near 
poor  kecamatans  found  by  both  methods  were  quite  different.  This  study 
found  28  near  poor  kecamatans  and  40  non-poor  kecamatans  in  West 
Sumatra  in  1976.  The  difference  resulted  from  difference  in  the  con- 
cept of  poverty  line  and  different  definitions  of  poor,  near  poor  and  non- 
poor  kecamatan.  However,  the  concept  of  poverty  line  adopted  by  this 
study  is  more  appropriate  than  the  one  used  by  the  Directorate  of  Land 
Use. 
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Lastly,  though  we  know  already  the  location  of  poor  kecamatans  in 
West  Sumatra  we  do  not  know  yet  the  poverty  level  and  employment  si- 
tuations there.  What  are  the  present  condidons  of  income  distribudon, 
employment  and  poverty  level  in  the  corresponding  kecamatan  and  what 
are  their  differences  with  those  in  near  poor  and  non-poor  kecamatans? 
What  are  the  major  barriers  to  their  improvement  and  how  may  these 
barriers  be  removed?  In  order  to  answer  such  quesdons,  a  further  study 
on  income  distribution  and  employment  as  related  to  poverty  at  keca- 
matan level  is  needed  and  such  study  will  be  done  by  the  present  author. 
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MANAGEMENT  DEVELOPMENT 
PERSPECTIVES  TO  MEET  THE 
CHALLENGES  OF  THE  1980's 

Sondang  P.  SIAGIAN 


INTRODUCTION 

One  can  predict  with  a  high  degree  of  certainty  that  the  decade  of  the 
1980's  will  be  full  of  challenges.  The  challenges  will  most  certainly 
permeate  all  aspects  of  societal  life.  The  best  minds  of  peoples  throughout 
the  world,  developed  and  developing  alike,  will  be  taxed  very  heavily  by 
those  challenges. 

In  the  political  arena,  for  example;  it  will  be  unrealistic  to  entertain 
the  Utopian  idea  that  in  the  I980's  total  peace  will  prevail.  Hot  spots  in 
various  parts  of  the  world  will  require  diplomatic  and  negotiating  skills  of 
peace-loving  statesman  to  ensure  that  diese  spots  do  not  become  inferno 
of  batdefields. 

In  the  socio-cultural  field,  one  can  certainly  see  continuous  and 
sustained  efforts  to  search  for  a  golden  midway  between  material  aflluen- 
cy,  scientific  and  technological  advancements  with  all  their  value 
ramifications,  and  mental  as  well  spiritual  well  beings  of  various  societies. 

National  security  will,  I  think,  continue  to  demand  priority  attention 
notwithstanding  SALT  II  agreement  and  other  serious  endeavours  to 
make  this  world  a  more  pleasant  planet  to  live  on. 

The  quesdon  of  social  and  distributive  justice,  now  far  from  being 
satisfactorily  answered,  will,  in  my  opinion,  continue  to  be  dominant  in 
the  minds  of  polidcal  leaders,  technocrats,  administrative  elite,  planners, 
public  sector  managers  and  even,  one  would  hope,  captains  of  industry  in 
the  private  sector. 

This  ardcle,  therefore,  attempts  to  identify  some  of  the  challenges  on 
the  1980's,  particularly  in  the  broad  area  of  nadonal  development  but 
specifically  looking  at  the  problems  from  management  development 
perspectives. 
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NATIONAL  DEVELOPMENT  AND  THE  CHALLENGES  OF  THE 
1980's 

In  this  day  and  age  no  nation  can  afford  to  isolate  itself  from  regional 
and  global  impacts  of  political,  economic,  scientific  and  technological 
developments.  Whether  for  better  or  for  worse,  every  nation  inevitably  is 
affected  by  those  developments.  In  fact,  for  national  development  to  be 
effective,  these  factors  must  certainly  be  taken  into  account. 

National  development  philosophy,  strategy,  policies,  plans  and 
programs  all  point  to  one  commonly  accepted  final  goal,  namely  social 
justice  for  all.  Undoubtedly,  each  nation  will  have  to  decide  as  how  best 
the  final  goal  can  be  attained  efficiently  and  effectively.  In  the  formulation 
of  development  philosophy,  strategy,  policies,  plans  and  programs, 
national  capabilities,  potentials  and  constraining  factors  will  have  to  be 
properly  identified. 

For  national  development  to  take  place  efficiently  and  efficaciously, 
national  resilience  in  all  aspects  of  national  life  becomes  a  conditio  sine  qua 
non.  In  fact,  it  is  a  commonly  accepted  notion  that  succesful  national 
development  and  dynamic  and  healthy  national  resilience  are  two  sides  of 
the  same  coin. 

One  can  perhaps  venture  to  say  that  for  the  nations  of  the  Third 
World,  the  challenges  of  the  1980's  will  be  myriad.  Political  development 
will  still  occupy  a  high  priority  not  only  in  terms  of  establishing  one's  ovm 
political  identity,  but  also  political  philosophy  and  one's  own  brand  of 
political  democracy  suitable  to  the  needs  and  national  characteristics  of 
that  particular  nation.  For  example,  indigenous  meaning  of  "grass  roots" 
approach  to  political  development  will  have  to  be  found  and  thereby  giv- 
ing it  a  unique  context.  Another  topic  that  seems  to  be  widely  discussed  in 
various  local,  national,  regional,  even  global  forums  is  the  question  of  the 
nature  of  "people's  participation"  in  the  process  of  national,  including 
political,  development. 

Socio-cultural  development  is  another  area  that  is  not  free  of  chal- 
lenges. Admittedly,  this  cluster  of  challenges  can  be  value-laden.  Be  it  as  it 
may,  however,  questions  such  as: 

a.  finding  the  proper  balance  between  material    and  non  material 
aspects  of  development, 

b.  demonstration  effects  of  increasing  affiiuency, 

c.  the  right  approach  to  impart  societal  values  from  one  generation  to  the 
next, 

d.  maintenance  of  tested  social  values  in  the  face  of  strong  exogenous  in- 
fluence. 
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e.  socio-cultural  impacts  of  fantastic  advancements  in  the  field  of  com- 
munications, 

f  raising  the  educational  level  of  the  people,  particularly  the  poorest  sec- 
tion of  society, 

g.  basic  attitude  towards  health,  cleanliness  and  other  related  subjects, 

h.  harmony  in  religious  life  as  one  of  the  very  basic  rights  of  man, 

i.  the  oft  debated  "generation  gap", 

j.  the  basic  question  of  adaptadon  of  seemingly  universally  accepted 
norms  and  values  to  suit  local  needs  and  conditions, 

invite  solution  which  should  be  perceptive,  comprehensive  and  im- 
plementable. 

Furthermore,  no  nation  can  ignore  the  question  of  defence  and 
security.  The  simple  fact  is  that  as  long  as  there  are  nations  whose  official 
policies  are  expansionism,  it  is  the  birthright  of  each  nation  to  increase  its 
vigilance,  nay,  preparedness  and  capability,  to  defent  itself,  militarily  if 
need  be.  One  can  ill  afford  the  luxury  of  having  its  security  disturbed  by 
other  forces  and  thereby  destroy  everything  diat  nation  has  worked  so 
hard  for.  It  is  so  logically  simple  that  one  tends  to  forget  it  as  a  very  basic 
fact  of  national  life. 

Perhaps  the  most  difficult  challenges  that  a  nadon  has  to  meet  and 
problems  to  solve  in  the  1980's  will  still  be  in  the  very  crucial  area  of 
economic  development.  In  fact,  when  one  talks  about  "underdevelop- 
ment", "backwardness",  and  other  similar  jargon,  one  usually  refers  to 
the  economic  field.  It  is  not  surprising,  therefore,  that  for  most,  if  not  all, 
nadons  of  the  developing  world,  economic  development  is  given  the  very 
top  priority. 

Many  of  the  challenges  emanate  from  the  fact  that  the  developing 
nations  of  die  world  are  faced  with  numerous  constraints  such  as: 

a.  limited  resources,  both  natural  and  human, 

b.  limited  skilled  and  highly  trained  manpower, 

c.  limited  technological  capability, 

d.  financial  resources  which  certainly  are  not  unlimited, 

e.  die  fact  that  they  are  in  a  hurry  "to  catch  up"  with  other  more  advance 
nadons. 

Economic  development  is  aimed  at  solving,  or  at  least  minimizing, 
basic  problems  prevailing  in  society  such  as: 

a.  the  as  yet  unmet  basic  needs  of  the  common  man, 

b.  existence  of  a  gap  between  the  haves  and  die  have  nots, 

c.  difficult  access  to  educational  insdtudons, 

d.  lack  of  employment  opportunities, 
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e.  absence  and/or  lack  of  distributive  justice  as  far  as  goods  and  services 
are  concerned, 

f.  labor-intensive  versus  capital  intensive  approach  to  development, 

g.  sectoral  approach  vis  d  vis  spatial  strategy  of  economic  development  or 
a  combination  of  both, 

h.  dominance  of  certain  segment  of  members  of  society  in  the  economic 
life  of  the  nation, 

i.  attitudinal  problem  in  the  form  of  consumptive  rather  than  productive 
pattern  of  life  prevailing  in  society. 

Added  to  all  these,  the  1980's  will  bring  with  it  other  serious  problems 
and  if  one  ventures  to  guess,  some  of  the  most  serious  will  seem  to  be: 

a.  the  area  of  energy  crises  that  seems  to  defy  solutions, 

b.  the  elusive  concept  of  the  new  international  economic  order, 

c.  pollution, 

d.  ecological  imbalances  and  environmental  problems, 

e.  food  shortages  on  a  global  scale, 

f  and  other  problems  which  will  take  international  propordons  with 
national  implications. 

IMPLICATIONS  OF  THE  CHALLENGES  ON  MANAGEMENT 
DEVELOPMENT 

Given  the  challenges  and  problems  mentioned  above,  which  are  by  no 
means  exhaustive  but  merely  illustrative,  one  can  see  their  implications 
on  management.  More  specifically,  on  management  development. 

The  reasons  are  obvious.  For  one  thing,  for  national  development  to 
be  implemented  efficiently  and  effectively,  clearly  defined  philosophy, 
goal,  strategy,  policies,  plans  and  programs  ^er  se  are  not  sufficient,  very 
important  though  they  are.  The  philosophy,  goal,  strategy,  policies,  plans 
and  programs  will  come  to  nought  if  they  are  not  implemented  properly. 
Proper  implementation  will  require  high  degree  of  sophistication  in  the 
broad  area  of  management. 

Secondly,  the  undeniable  fact  is  the  nowhere  in  the  developing  world 
can  we  find  sufficient  quantity  of  highly  trained  and  well  qualified 
managers  in  the  government  to  perform  both  the  regulatory  and  develop- 
mental functions. 

Thirdly,  the  same  thing  can  be  said  about  the  lack  of  highly  qualified 
managers  in  the  public  sector  to  man  the  public  enterprises  entrusted  to 
their  care.  Fourthly,  the  indigenous  private  sector  also  faces  similar 
problems  and  the  solution  to  which  will  enable  that  vital  segment  of 
society  to  contribute  effectively  to  national  development  endeavours. 


64 


MANAGEMENT  DEVELOPMENT  PERSPECTIVES 


These  are  some  of  the  realities  facing  the  developing  nations  of  the 
world.  One  of  the  obvious  solutions  is  to  intensify  management  develop- 
ment efforts  in  those  countries. 

It  seems  that  management  development  efforts  are  now  in  a  critical 
crossroads.  The  post  Second  World  War  era  has  seen  the  creation  of 
management  development  institudons  in  the  developing  countries.  There 
seems  to  be  a  concensus  of  opinion  that  these  management  development 
institutions  have  proved  their  worth  and  justified  their  existence.  They  no 
doubt  have  made  substantial  contribution  to  the  efficacy  of  national 
development.  Such  being  the  case,  those  insdtudons  must  be  on  constant 
guard  so  as  not  to  become  routinized  and  self-complacent  insdtudons  for 
a  lot  more  remains  to  be  done. 

Succesful  national  development,  while  solving  a  lot  of  problems  which 
heretofore  have  not  been  solved,  inevitably  brings  with  it  new  sets  of 
problems  and  challenges.  One  can  perhaps  call  it  the  pain  of  growth  and 
the  risk  of  success. 

The  time  has  not  yet  come  —  and  I  doubt  that  it  will  ever  do  —  for 
management  development  insdtudons  to  indulge  in  "breast  beadng"  be- 
cause as  a  matter  of  fact  now  more  than  ever  before  it  becomes  extremely 
important  for  those  insdtutions  to  cridcally  review  their  past  perfor- 
mances and  really  analyze  their  future  strategies  and  roles  and  redefine 
their  functions  so  as  to  better  enable  them  to  meet  the  new  challenges  and 
problems  of  the  eighdes  which  are  certain  to  be  more  difficult  and  com- 
plicated than  the  recent  past. 

The  narrowly  viewed  management  development  activides  as  being  the 
exclusive  domain  of  management  development  insdtudons  is  an  erronous 
one.  While  it  is  true  that  funcdonally,  the  management  development  insd- 
tutions are  primarily  responsible,  it  is  also  as  true  that  those  insdtutions 
cannot  afford  not  to  cooperate  with  certain  government  agencies  which 
are  known  as  the  "central  guidance  cluster"  consisdng  of  agencies  such  as 
the  national  development  planning  agency,  department  of  finance,  cen- 
tral personnel  agency,  and  administrative  reform  wing  of  the  Govern- 
ment. 

Another  widely-held  view  that  is  erronous  is  that  management 
development  is  idendcal  with  training.  Without  belitding  the  important 
role  that  training  has  to  play  in  management  -  development,  atdtudinal 
change,  innovativeness  and  proper  orientation  to  the  needs  of  the  ul- 
timate clientele,  namely  the  common  man,  are  just  as  important  as  the 
training  input. 

It  is  realized  more  than  ever  before  that  each  of  the  developing  nations 
must  begin  to  do  more  serious  inward  looking  in  search  of  management 
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principles,  mores,  norms  and  models  suitable  to  its  own  needs  rather  than 
continue  borrowing  exogenously  developed  theories  and  models  of 
management  for  development. 

While  in  the  past  efforts  in  management  development  have  been 
geared  primarily  to  meet  pressing  needs  of  middle  management,  the 
author  submits  that  management  development  efforts  must  permeate  all 
layers  of  an  organization.  Otherwise,  innovative  and  creative  middle 
managerial  group  will  only  be  frustrated  because  of  the  absence  of 
qualified  top  management  to  fall  back  on  for  support  and  operational 
levels  of  managers,  for  effective  implementation. 

It  has  been  observed  by  many  experts  in  many  quarters  that  one  of  the 
reasons  for  ineffective  management  development  is  the  fact  that  manage- 
ment development  institutions  do  not  always  see  "eye  to  eye"  on  needs, 
teaching  techniques  and  teaching  materials  with  those  whom  they  purport 
to  serve,  namely  the  users. 

There  is  no  denying  the  fact  that  the  developing  nations  are  facing 
challenges  unprecedented  in  complexity  in  their  national  life.  The  chal- 
lenges arise  at  least  partly  as  a  result  of  all  or  some  of  the  following  fac- 
tors: 

1.  Rising  expectations  and  demands  of  the  people  they  have  to  serve; 

2.  Increasing  realization  of  the  importance  of  increased  participation  of 
members  of  society  in  national  development  which  in  the  final 
analysis  is  meant  to  benefit  them; 

3.  The  growing  recognition  of  the  dignity  of  man; 

4.  Uncertainties  in  the  international  political  arena; 

5.  Uncertainty  in  the  international  economic  scene; 

6.  Crises  in  the  field  of  energy; 

7.  Increasingly  felt  resource  limitations; 

8.  Acute  food  shortages  in  many  parts  of  the  world; 

9.  The  lack  of  capability  to  develop  and  use  appropriate  technology. 

In  most  cases  only  the  Government  has  the  capability  to  meet  the 
challenges.  This  explains  why  it  has  been  said  that  the  role  of  Govern- 
ments in  the  developing  nations  is  truly  dominant.  Such  being  the  case,  it 
is  therefore  easy  to  see  why  the  demands  on  public  managers  are  also 
growing  in  an  unprecedented  rate.  Public  managers  must  therefore  rise  to 
the  occasion  by  proven  capabilities,  motivation,  innovativeness, 
creativeness,  dedication,  discipline  and  sensitivity  to  the  living  aspira- 
tions of  the  people  and  the  demand  those  aspirations  entail. 

It  might  be  painful  to  admit,  but  nevertheless  true,  that  quantitatively 
alone  the  number  of  public  managers  in  all  of  the  developing  countries  is 
below  need.  The  same  story  is  heard  about  situations  in  the  public  enter- 
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prises.  It  is  also  widely  admitted  that,  excepting  the  Multi  National  Cor- 
porations who  bring  in  expatriates  to  man  the  senior  executive  positions 
in  their  companies,  similar  situation  prevails  in  the  private  sector. 

THE  ROLE  OF  MANAGEMENT  DEVELOPMENT  INSTITUTIONS 

The  government,  public  enterprises  and  even  the  private  sector 
justifiably  will  look  to  the  management  development  institutions  to  help 
them  meet  at  least  part  of  the  challenges.  It  is  only  logical,  therefore,  that 
management  development  institutions  in  the  countries  must  better 
prepare  and  equip  themselves  to  discharge  their  duties  and  respon- 
sibilities more  programmatically,  responsively  and  systematically.  To  do 
all  these  things  management  development  institutions  do  not  seem  to 
have  any  choice  but  undertake  the  following  activities: 

1.  Better  definition  of  functions  and  responsibilities. 

2.  Intensify  efforts  to  "to  dig  into  one's  own  culture"  for  sources  of 
management  principles,  theories,  norms,  mores  and  models,  rather 
than  continously  use  exogenous  concepts. 

3.  In  addition  to  intensifying  educadonal  and  training  activides  which 
the  management  development  institutions  have  been  doing  all  along, 
they  must  now  begin  thinking  on  embarking  on  new  but  badly  need- 
ed undertakings  such  as  research,  consultation  and  publications. 

4.  Even  in  conducting  education  and  training  activities,  management 
development  insdtudons  should  pay  more  attendon  to  the  vei-y  top 
echelons  and  line  managers,  rather  than  concentraining  efforts  on  the 
middle  management  groups  as  they  have  traditionally  done. 

5.  "ASK"  i.e.  "Atdtude,  Skill  and  Knowledge"  should  be  the  new 
batdecry  of  educadon  and  training  rather  than  the  old  approach  of 
imparting  only  skill  and  knowledge. 

6.  Curricula  context  should  undergo  periodical  critical  review  for  the 
purpose  of  updadng  them  and  thus  making  diem  more  relevant  to 
newly  arisen  needs  or  sets  of  problems. 

7.  Obsolete  teaching  techniques  and  methods  should  undergo  very 
close  scrutiny  and  if  need  be  adapdng  newly  developed  and 
sophisdcated  tools  rather  than  sdck  to  the  old  system  of  class  room 
lectures.  In  other  words,  active  involvement  of  course  pardcipants  in 
various  aspects  of  the  training  programme  is  now  accepted  to  be  a 
very  important  tool  of  training. 

8.  Management  development  seems  to  have  developed  into  a  national 
problem.  Therefore,  no  single  institudon  can  do  the  gigandc  job 
alone,  it  will  require  concerted  efforts  of  all  exisdng  management 
development  institutions  in  any  given  country.  Their  cooperation  can 
take  various  forms  and  shapes  .such  a  common  pool  of  instructors  or 
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at  least  a  mechanism  that  will  allow  for  exchange  of  instructors,  help- 
ing each  other  marketing  publications  so  as  to  reach  the  widest 
reading  audience  as  possible,  joint  staff  development  programmes, 
joint  consulting  projects,  etc. 
9.  Increase  their  credibility  in  the  eyes  of  those  they  hope  to  serve  by 

"delivering  the  goods". 
10.  Lastly,  but  certainly  not  the  least  in  importance,  is  the  necessity  for 
management  development  institutions  to  practice  what  they  preach. 
Those  institutions  can  ill  afford  to  adopt  a  "holier-than-thou"  at- 
titude. 


CONCLUSIONS 

From  the  above  short  treatise,  one  can  perhaps  draw  the  following 
conclusions: 

First  of  all,  despite  serious  efforts  made  by  nations  of  the  world, 
developed  and  developing  alike,  to  make  this  planet  a  more  pleasant 
place  to  live  on,  the  1980's  will  still  be  a  decade  of  uncertainties,  chal- 
lenges and  problems. 

Secondly,  the  challenges  and  problems  will  encompas  the  poliucal, 
security,  economic  and  socio-cultural  spheres  of  life  many  of  which  will 
have  global  proportions  with  serious  regional  and  national  implications. 

Thirdly,  in  formulating  development  philosophy,  strategy,  policies, 
plans  and  programmes,  nations  of  the  Third  World  will  have  to  take  into 
account  those  implications  and  device  ways  and  means  to  overcome  them 
bearing  in  mind  national  capabilities,  potentials  and  constraints  as  well  as 
promoting  and  inhibiting  factors  which  are  sure  to  affect  them. 

Fourthly,  one  of  the  implications  that  is  certain  to  be  strongly  felt  is  in 
the  area  of  management,  both  in  terms  of  quantity  and  quality  in  the 
government,  in  the  public  sector  and  even  in  the  private  sector. 

Fifthly,  to  meet  the  acute  shortage  of  highly  trained,  sophisticated  and 
sensitive  managers,  management  development  institutions  must  intensify 
their  efforts  concertedly,  programmatically  and  in  a  sustained  manner. 

Sixthly,  existing  management  development  institutions  must  do 
everything  they  can  to  increase  their  effectiveness,  relevance  and  credi- 
bility by  developing  managers  who  are  not  only  highly  educated  and 
trained,  but  with  proper  attitude  in  serving  the  needs  of  the  ultimate 
clientele,  namely  the  common  man  who  is  both  an  object  and  subject  of 
development. 
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Finally,  it  seems  only  logical  to  expect  that  for  the  mafiagement 
development  institutions  to  function  properly,  they  should  be  given  all 
the  political,  institutional,  financial  and  infrastructural  support  that  they 
sorely  need. 
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THE  INDOCHINA  CONFLICT 

The  "Vietnam  factor"  in  ASEAN's  politico-strategic  considerations 
has  continuously  been  revised  during  the  past  years.  This  simply  is  a 
logical  consequence  of  the  uncertain  situation  that  has  developed  subse- 
quent to  the  fall  of  Saigon  in  1973.  More  importantly,  however,  it 
signifies  a  preparedness  on  the  part  of  ASEAN  to  take  a  flexible  approach 
toward  Indochina  in  general  and  Vietnam  in  particular.  ASEAN  can  af- 
ford to  be  flexible  due  to  the  confidence  in  the  successfully  developed 
mechanism  of  consultations  among  its  members.  It  was  also  Hanoi's 
move  to  the  South  that  has  added  strength  to  the  sense  of  urgency  within 
ASEAN. 

The  two  years  following  Saigon's  fall  was  a  period  of  guessing  and 
speculation  about  Hanoi's  priorities.  Based  on  analysis  of  Vietnam's  in- 
ternal problems,  Hanoi  might  have  to  concentrate  its  efforts  on  the 
reconstruction  and  development  of  its  economy,  of  which  the  absorption 
and  integration  of  the  South  constitute  a  major  task.  However,  political 
momentum  which  developed  internally  might  also  have  encouraged  the 
leaders  in  Hanoi  to  set  forth  a  planned  strategy  for  the  unification  of  In- 
dochina as  Vietnam  was  in  a  "revolutionary  and  cocky"  fervour  after  its 
"victory"  over  the  strongest  power  in  the  world.  The  general  belief  was 
that  Hanoi  might  not  be  able  to  do  both  at  the  same  time.  By  1977  it 
seemed  almost  clear  to  many  that  Hanoi  was  opting  for  reconstruction 
and  development,  as  indicated  by  the  leaders'  move  toward  normalization 
with  the  West,  in  particular  with  the  U.S.  At  the  same  time  preparations 
were  made  for  a  legislation  to  attract  foreign  investment  and  to  ac- 
comodate foreign  companies. 

Hanoi  was  also  sending  signals  to  ASEAN  which  seemed  to  indicate  a 
changing  attitude  toward  ASEAN,  from  being  highly  antagonistic 
towards  some  form  of  coexistence.  Bilateral  relations  with  each  member 
country  of  ASEAN  was  backed  by  Hanoi's  version  of  ASEAN's  concept  of 
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a  zone  of  peace,  freedom,  and  neutrality  with  regard  to  the  Southeast 
Asian  region.  These  signals  were  not  ignored  by  ASEAN. 

Mid- 1978  marked  the  beginning  of  a  different  picture  in  Indochina, 
when  border  clashes  between  Vietnam  and  Cambodia  recurred  at  shorter 
intervals  and  became  more  severe.  It  was  an  academic  exercise  to  settle 
the  question  of  which  side  was  responsible  for  the  escalation  of  conflict. 
From  ASEAN's  point  of  view  it  was  irrelevant  to  deal  with  "the  chicken 
and  the  egg"  issue.  As  long  as  the  incidents  were  to  remain  localized, 
ASEAN  would  not  feel  directly  threatened.  It  was  not  unlikely,  however, 
that  this  local  conflict  was  exploited  by  the  PRC  and  the  Soviet  Union  and 
turned  into  a  "proxy  war"  with  wide-ranging  ramifications  for  Indo- 
china itself  as  well  as  for  ASEAN. 

I  am  of  the  opinion  that  Cambodia,  with  or  without  the  consent  of  the 
PRC,  set  off  the  fire  to  pre-empting  any  possibility  of  a  Vietnamese  move 
for  hegemony.  In  the  calculation  of  the  Cambodian  leadership,  Peking 
would  not  have  kept  herself  out  of  an  armed  conflict  which  definitely 
would  have  developed  in  favor  of  Vietnam.  The  Pol  Pot  regime,  was  even 
prepared  to  let  the  Vietnamese  move  rather  deeply  into  its  territories.  The 
PRC,  then,  would  have  to  halt  an  emerging  Vietnamese  hegemony  over 
Indochina,  which  would  have  implied  a  stronger  cornerstone  for  Soviet's 
encirclement  strategy.  The  PRC  could  hardly  have  perceived  of  a  Viet- 
namese move  in  any  other  term. 

Internal  problems  faced  by  Vietnam  complicated  the  situation.  Ha- 
noi underestimated  the  difficulties  of  controlling  the  economy,  since  ef- 
forts to  integrate  the  economy  of  the  South  into  the  national  economy 
turned  out  to  be  most  troublesome.  Hanoi's  treatment  of  the  Overseas 
Chinese  in  Vietnam  was  an  indication  of  those  difficulties.  The  PRC's  ac- 
tions and  reactions  exacerbated  nationalist  sentiment  in  Vietnam.  The 
leadership  in  Hanoi  might  have  been  disillusioned  by  the  slow  progress  in 
their  reconstruction  and  development  efforts.  Moreover,  they  were  disap- 
pointed by  the  low  response  of  the  U.S.  in  particular  and  the  West  in 
general  to  Vietnam's  need  for  economic  aid  and  investment.  Under  these 
circumstances,  Cambodia's  border  incursions  became  a  bigger  nuisance 
for  Vietnam,  and  provided  the  leadership  in  Hanoi  with  a  motive  to 
eliminate,  once  and  for  all,  the  Pol  Pot  regime.  The  Vietnamese  support 
of  Heng  Samrin  and  his  new  government  paved  the  way  toward  a  de  facto 
Vietnamese  hegemony  in  Indochina. 

Before  the  fact,  the  Vietnamese  invasion  of  Cambodia  in  late  1978  was 
againts  all  expectations.  Since  mid-1978,  however,  the  USSR  had  shipped 
huge  amounts  of  military  hardware  to  Vietnam.  The  Treaty  of  Friend- 
ship and  Cooperation  with  the  USSR,  finalized  on  November  3,  1978, 
could  have  been  a  Vietnamese  preparation  to  safeguard  her  northern 
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flank  against  the  PRC.  Despite  political  isolation  internationally,  as  a 
result  of  the  invasion  to  Cambodia,  Hanoi  seems  to  have  dismissed  any 
consideration  of  pulling  back.  What  Vietnam  will  experience  in  Cam- 
bodia in  the  future  remains  to  be  seen.  Pol  Pot's  prospects  to  fight  back  is 
diminishing  rapidly,  largely  due  to  minimal  support  from  the  population, 
which  after  all  underwent  such  traumatic  events  under  his  leadership. 

The  above  developments  has  resulted  in  a  serious  damage  to  PRC's 
prestige  as  a  protector  of  Cambodia,  and  consequently  has  led  to  Fe- 
bruary 1979  Chinese  invasion  of  Vietnam.  The  sanctity  of  its  borders  has 
always  been  China's  main  concern,  and  was  an  important  factor  in  Deng 
Xiaoping's  decision  to  move  into  Vietnam.  The  intentions  of  PRC's  ac- 
tions were  quite  obvious;  namely  to  teach  Vietnam  a  lesson,  to  divert  the 
Vietnamese  from  Cambodia,  to  dilute  Soviet  influence  in  Hanoi,  and  to 
prevent  Vietnam  from  becoming  a  "Cuba  in  the  East".  Indirectly,  the 
Chinese  punitive  action  was  meant  to  show  that  China  would  and  could 
stand  up  against  the  Soviet  Union. 

Can  the  PRC  claim  to  have  achieved  those  objectives.^  The  Chinese 
move  has  shown  the  Vietnamese  that  the  future  of  Indochina  cannot  be 
determined  by  Vietnam  alone.  Moreover,  in  the  presence  of  continued 
Chinese  pressures,  Hanoi's  freedom  of  action  will  remain  reduced.  In 
taking  the  PRC  into  account,  Vietnam  will  have  to  divert  its  resources;  a 
necessity  that  will  hamper  internal  consolidation.  The  Chinese  action  has 
glued  the  three  regimes  of  Vietnam,  Cambodia,  and  Laos  under  Viet- 
nam's leadership.  This  means  that  the  PRC  will  have  to  divert  more 
resources  in  dealing  with  Indochina.  It  also  has  drawn  Vietnam  deeper 
into  dependence  on  the  Soviet  Union.  Arms  supplies  from  the  USSR  will 
continue  to  flow  into  Vietnam,  and  the  permission  granted  to  the  Soviets 
to  use  the  military  facilities  at  Danang  will  change  the  power  equation  in 
Southeast  Asia. 

Public  opinion  which  had  been  very  critical  of  Vietnam's  invasion  of 
Cambodia  has  become  more  confused,  at  least  in  Southeast  Asia,  with 
China's  invasion  of  Vietnam.  In  ASEAN's  eyes  Vietnam  has  lost  its 
credibility.  Southeast  Asians  also  have  taken  a  more  serious  notice  of 
China's  actions  which  only  confirm  that  the  PRC  is  even  willing  to  use 
force  in  realizing  its  political  ambitions.  It  does  not  impress  Southeast 
Asians  that  the  Chinese  move  of  going  into  Vietnam  militarily  was  aimed, 
among  other  things,  at  demonstrating  her  determination  to  stand  up 
against  the  Soviet  Union.  It  is  the  more  so,  because  the  Soviet  Union  has 
shown,  very  cleverly,  a  restraint  response.  It  should  not  be  overlooked 
that  almost  every  Southeast  Asian  country  has  border  problems  with  the 
PRC  as  well  as  problems  regarding  the  Overseas  Chinese.  Efforts  to  settle 
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the  latter  problem  by  the  Southeast  Asian  governments  have  been 
frustrated  by  the  inconsistent  policies  of  the  PRC. 

ASEAN  has  taken  a  neutral  stand  toward  the  Vietnam— Cam- 
bodia—PRC  conflicts.  This  policy  of  neutrality  is  primarily  aimed  at 
reducing  the  propensity  of  great -powers'  intervention  into  Southeast 
Asia.  The  basis  of  this  policy  is  two-fold.  First,  it  is  believed  that  Vietnam 
is  basically  nationalistic  and  therefore  will  attempt  to  prevent  itself  from 
becoming  unnecessarily  dependent  upon  the  USSR.  Some  observers 
question  this  view  and  point  out  that  the  USSR  will  try  to  impose  its  in- 
fluence in  any  possible  way,  and  that  Vietnam  itself  wants  to  enlarge  its 
sphere  of  influence  in  Southeast  Asia.  Second,  the  PRC's  intentions 
towards  the  Southeast  Asian  region  continues  to  be  puzzling. 

ASEAN  expects  that  the  West,  especially  the  U.S.,  would  take  a  more 
flexible  approach  toward  Vietnam  and  a  more  balanced  one  with  regard 
to  U.S.  relations  with  the  PRC  and  the  Soviet  Union.  Although  the  Soviet 
Union  has  shown  a  restraint  response  so  far,  it  is  not  unlikely  that  she 
might  resort  to  adventurous  moves  as  was  the  case  in  Africa. 

If  Vietnam  does  not  want  to  be  alienated  from  ASEAN  in  the  future 
and  be  completely  isolated  from  the  West,  the  only  source  for  her 
economic  development,  she  will  need  to  show  the  willingness  to  com- 
promise in  Cambodia  and  to  restrain  herself  from  any  further  moves, 
overt  as  well  as  covert,  especially  with  regard  to  Thailand.  Developments 
in  Indochina  have  not  altered  ASEAN's  perceptions  of  threat.  This  means 
that  the  nature  of  ASEAN's  response  will  not  change  in  substance,  but  it 
will  vary  in  ics  degree  according  to  developments  within  the  region. 
Domestic  insurgencies  and  upheavels  are  the  main  threat.  They  may  or 
may  not  be  aided  by  outside  support  in  the  form  of  infiltration  and  sub- 
version. As  seen  from  previous  experiences,  chances  of  increase  in  such 
activities  depend  upon  the  stability  of  the  respective  governments.  Among 
the  ASEAN  countries,  Thailand  seems  to  be  the  most  vulnerable  to  Viet- 
nam-led subversive  activities.  However,  the  Kriangsak  government  has 
been  able  to  enhance  stability  and  endurance  with  a  broader  base  of 
populace  support  than  the  1975  regime.  Even  if  Vietnam  has  the  capabili- 
ty to  invade  Thailand,  there  seems  to  be  no  reason  to  do  so.  Apart  from 
Vietnam's  internal  difficulties  and  its  preoccupation  with  Cambodia, 
Vietnam  will  not  find  enough  support  at  its  receiving  end.  The  only  possi- 
ble candidate  would  probably  be  the  Communist  Party  of  Thailand  (CPT) 
which  most  likely  will  remain  pro-Peking. 

Therefore,  ASEAN  must  prevent,  in  the  first  place,  any  sense  of  panic 
from  developing  in  order  to  maintain  stability  in  the  region  as  well  as  to 
maintain  the  cohesion  among  its  members.  Based  on  objective  re- 
quirements analysis  and  from  a  psychological  point  of  view  ASEAN 
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should  be  given  guaranteed  sales  of  military  hardware  from  the  U.S.  Each 
ASEAN  country  needs  to  structure  a  defense  system  more  appropriate  to 
dealing  with  a  potential  increase  of  insurgencies.  Such  a  system  comprises 
of  defensive  weapons,  improved  communication  and  transportation 
systems  as  well  as  surveillance  capabilities.  Logically,  a  gradual  increase  of 
defense  expenditures  will  be  noticeable,  though  it  will  not  be  that 
dramatic  that  economic  development  needs  to  be  sacrificed.  Bilateral  ef- 
forts among  ASEAN  countries  shall  have  to  be  intensified  to  enhance 
cooperation  in  security  and  defense,  but  the  nature  of  an  ASEAN 
cooperation  in  this  field  should  not  be  transformed  into  a  military  or  any 
formal  alliance. 

Of  more  importance  would  be  the  conunuation  of  support  for 
ASEAN's  development  in  the  economic  field  in  terms  of  finance,  invest- 
ment, trade  and  aid,  involving  both  public  and  private  sectors.  ASEAN  on 
its  part  would  have  to  strengthen  economic  cooperation  among  its 
members  and  prevent  it  from  slackening  as  it  now  seems  to  be  the  case. 
The  importance  of  outside  assistance  to  relieve  pressures  created  by  the 
refugees,  especially  in  Thailand  and  Malaysia,  has  been  acknowledged  in- 
ternationally, but  its  implementation  has  lagged  behind  the  rate  of  inflow 
of  new  refugees. 

Intensive  consultations  between  ASEAN  and  the  U.S.  are  vital  to  the 
stability  of  the  region.  Recent  Chinese  actions  may  have  gradually 
transformed  the  presence  of  the  Soviet  Union  in  the  Southeast  Asian 
Region  from  being  a  second-class  power  into  a  first-class  power,  which 
according  to  ASEAN  implies  a  capability  to  project  political  power. 
Perhaps,  this  has  been  the  most  negative  result  of  the  PRC's  action  against 
Vietnam.  While  the  ASEAN  countries  can  cope  with  Vietnam  by  them- 
selves, they  are  not  the  ones  that  can  deal  with  an  increased  military 
presence  of  the  USSR  in  the  region.  The  U.S.  is  the  only  power  to  balance 
the  emerging  imbalance  of  power.  This  implies  that  the  U.S.  has  to 
reverse  the  process  of  its  dwindling  credibility  in  the  region.  This  has  to  be 
tackled  at  its  very  source,  namely  public  and  congressional  support  for  a 
more  comprehensive  U.S.  foreign  policy  towards  the  Southeast  Asian 
region. 

ASEAN'S  FLEXIBLE  RESPONSE  POSTURE 

The  protected  conflict  in  Indochina  endorses  ASEAN  to  condnue  its 
policies  of  avoiding  a  stereotyped  response.  A  range  of  options  has  been 
formulated  to  ensure  its  ability  to  apply  a  suitable  response  to  any 
developing  situadon. 
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ASEAN's  concern  over  the  present  situation  in  Southeast  Asia  should 
be  well  understood  by  now.  Only  a  withdrawal  of  Vietnamese  forces  from 
Kampuchea  and  a  political  solution  in  Kampuchea  would  restore  the 
stability  in  Southeast  Asia.  From  ASEAN's  point  of  view,  this  would  con- 
tribute to  alleviating  the  pressures  on  Thailand,  keeping  both  Chinese 
and  Soviet  actions  in  the  Southeast  Asian  region  in  check,  and  create  a 
new  basis  for  future  cooperation  with  Vietnam. 

Continued  political  pressures  on  Vietnam  will  have  to  be  applied  by 
ASEAN.  It  believes  to  have  some  leverage  vis  a  vis  Vietnam,  largely  on  the 
assumption  that  Vietnam  would  have  no  alternative  other  than  to  restore 
its  relations  with  ASEAN,  the  only  "  focal  point"  in  its  efforts  to  regain 
acceptance  in  the  international  community. 

ASEAN  hopes  that  its  posture  has  a  deterrence  effect  upon  Vietnam, 
rather  than  preparing  for  a  new  round  of  offensive  action,  Vietnam 
should  be  persuaded  to  embark  in  a  political  compromise  on  Kam- 
puchea. As  things  stand  now,  political  pressures  by  ASEAN  alone  are  not 
likely  to  lead  Vietnam  into  this  direction. 

It  was  shown  that  concerted  political  efforts  by  ASEAN,  the  U.S., 
Japan  and  other  western  nations  could  bring  Vietnam  to  the  conference 
table  in  solving  the  problem  of  refugees  at  its  source.  Such  a  support  from 
the  West  increases  the  credibility  of  ASEAN's  flexible  response  posture. 

If  Vietnam  chooses  to  launch  another  offensive  after  the  end  of  the 
rainy  season,  it  cannot  be  predicted  how  things  would  evolve.  If  it  get 
bogged  down  in  Kampuchea,  it  may  be  forced  to  accept  a  political  com- 
promise, perhaps  by  way  of  an  international  conference  as  proposed  by 
the  U.S.  and  Japan.  It  is  not  clear  how  far  then  the  PRC  will  insist  on  its 
scheme  of  a  polidcal  soludon  in  Kampuchea.  It  is  clear,  however,  that 
Vietnam's  position  weakened.  Hanoi  will  be  faced  with  greater  difficulties 
and  heavier  burden  internally.  Outside  assistance  amoundng  to  US  S  5 
billion  annually  will  only  be  sufficient  to  keep  its  economy  going.  Even 
the  Soviet  Union  is  not  likely  to  commit  a  significant  fraction  of  those 
needs. 

If  on  the  other  hand  Vietnam  succeeds  to  totally  destroy  the  Pol  Pot 
and  other  anti-Vietnamese  forces  in  Kampuchea,  it  may  withdraw  on  its 
own  terms.  This  "victory"  is  only  of  a  short-term  duration,  since  the  PRC 
definitely  will  not  remain  passive.  Whichever  instrument  the  PRC  may 
employ,  such  a  situation  is  detrimental  to  Vietnam  in  the  longer  term. 
ASEAN  itself  cannot  welcome  this.  Pressures  on  Thailand  may  even  in- 
crease and  their  nature  becomes  more  complicated  with  the  PRC  entering 
stronger  into  the  picture. 
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Here  is  where  ASEAN  sees  the  necessity  to  complement  its  political 
action  with  more  concrete  military  preparedness.  To  this  end,  ASEAN 
adopts  a  "defensive  active"  strategy,  an  element  of  military  deterrence  in 
its  flexible  response  posture.  Its  primary  aim  is  the  readiness  to  assist 
Thailand,  if  invited  to  do  so  by  Thailand,  in  dealing  with  increased 
military  provocations  along  the  borders  with  Indochina.  The  implemen- 
tation of  this  arrangement  will  be  on  a  bilateral  basis  amongst  the  ASEAN 
countries.  For  ASEAN  as  a  whole,  it  can  imply,  for  example,  the  creation 
of  an  ASEAN  stockpile  of  strategic  resources:  oil,  food,  etc.  The  U.S.  can 
support  this  defensive  active  posture  by  supplying  defensive  arms  to  Thai- 
land. They  themselves  will  have  to  identify  their  needs. 

It  can  also  be  foreseen  that  any  future  action  by  the  PRC  in  Indochina 
will  increase  the  likelihood  of  Southeast  Asia  becoming  an  area  of  more 
intense  Sino-Soviet  revalry.  The  two  rivals  could  easily  exploit  a  weakened 
and  instable  ASEAN. 

To  achieve  the  desired  resilience,  ASEAN  needs  to  strengthen  its 
economic  base.  Increased  economic  cooperation  with  the  U.S. .Japan,  and 
other  western  nations  would  assist  ASEAN  in  eliminating  existing 
imbalances  in  its  capabilities.  This  in  effect  will  enhance  the  credibility  of 
ASEAN's  flexible  response  posture. 
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AND  IN  THE  ARISING  WORLD  ' 


S.  Takdir  ALISJAHBANA 


INTRODUCTION 

The  progress  of  science,  economics  and  technology  during  the  last 
century  has  made  available  fast  transportation  and  communication  on 
such  a  large  scale  that  man  and  goods  have  become  dynamjc  and  mobile 
as  never  before  in  history.  Never  -before  have  so  many  travelled  around 
the  globe,  being  able  to  visit  the  remotest  areas.  The  great  centers  of  the 
world  have  become  the  crowded  meeting  grounds  of  the  most  variegated 
people  from  all  parts  of  the  world,  and  cultural  goods  from  the  past  as 
well  as  the  present  time  have  during  the  last  centuries  spread  around  the 
earth,  not  only  to  museums  and  libraries,  but  also  to  the  privacy  of 
homes.  Never  before  has  human  life  been  so  cosmopolitan  as  in  our  age, 
when  our  daily  food,  our  dress,  our  houses,  our  means  of  transportation 
consist  of  products  brought  over  from  distant  parts  of  the  globe,  pro- 
duced by  various  peoples  and  cultures.  An  amalgamation  of  cultures  and 
civilizations  has  taken  place  on  a  worldwide  scale  and  to  a  certain  extent 
we  even  can  say  that  a  new  world  culture  or  civilization  is  arising,  in  which 
the  spiritual  and  material  goods  of  human  cultural  history  come  to  a  new 
and  all-embracing  confluence  and  integration. 

It  is  in  this  context  that  it  is  worth  while  to  contemplate  on  the  con- 
cept of  culture  and  civilization,  and  on  the  basis  of  a  renewed  under- 
standing of  their  elements  and  processes  to  observe  converging  tendencies 
of  the  great  cultural  tradidons  in  the  flux  of  change  in  our  time. 

THE  CONCEPT  OF  CULTURE  AND  CIVILIZATION 

We  know  that  in  no  field  of  research  and  reflection  the  methods  and 
objects  as  well  as  the  concepts  are  so  varying  and  contradictory  as  in  the 
held  of  culture  and  civilization.  In  the  French  sociological  school  of 

Paper  presented  lo  Afro-Asian  Philosophy  Conference,  13-16  March  1978  in  Cairo 
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Durkheim  and  others,  there  is  the  tendency  not  to  speak  about  cultures 
and  civihzations,  but  to  concentrate  on  societies  as  objects  of  sociological 
research.  The  cultures  of  the  great  social  entities  mosdy  used  the  term 
civilizations,  which  includes  the  concept  of  culture  in  the  widest  sense. 
The  large  collection  on  the  great  cultural  tradition,  edited  by  Raymond 
Bloch  bears  the  title  o[ Les  Grandes  Civilizations  and  includes  La  Civilisation 
Romaine,  La  Civilisation  de  la  Renaissance,  etc.  In  his  recent  book  Roger 
Garaudy  wrote  on  the  dialogue  des  civilizations  in  our  time.  The  word  cul- 
ture is  mainly  used  in  the  French  language  in  relation  to  agriculture. 

In  the  Anglo-Saxon  tradition,  however,  the  word  culture  is  mainly 
used  in  the  field  of  anthropological  research  and  theory,  by  scholars  such 
as  Bronislaw  Malinowski,  Raymond  Firth,  A.L.  Kroeber,  Ruth  Benedict, 
Clifford  Geertz,  etc.  Clyde  Kluckhohn  a.o.  wrote  about  the  five  American 
cultures:  the  Navahos,  Zunis,  Spanish  Americans,  Mormons,  and  Texans. 
But  in  his  great  work  on  history,  Arnold  Toynbee  speaks  only  of  civili- 
zations. In  the  course  of  history  he  discerned  21  civilizations.  If  we 
observe  the  usage  of  the  term  culture  and  civilization  in  the  English 
language,  we  discover  that  the  word  civilization  is  usually  used  to  indi- 
cate the  great  cultural  traditions. 

It  is  especially  in  the  German  tradition  that  various  thinkers  have 
attempted  to  come  to  a  clear  differendation  between  the  concepts  of  cul- 
ture and  civilization.  For  Spengler  civilization  is  the  unavoidable  fate  of  a 
culture.  It  is  the  end  of  a  culture;  it  follows  culture  like  death  follows  life, 
rigidity  and  petrification  follow  development.' 

Alfred  Weber,  who  arrived  at  the  definition  of  civilization  and  culture 
within  the  framework  of  the  great  historical  entities,  discerned  Geschell- 
schaft  or  social  process  which  includes  the  process  of  the  totality  of  the 
historical  events  within  a  certain  historical  area,  which  have  their  basis  in 
the  drives  and  ambitions  of  the  members  of  the  community.  In  this  his- 
torical area  play  an  important  role  the  political,  the  social  and  the  econo- 
mic processes.  The  civilization  process  and  the  cultural  movements  are  for 
him,  in  fact,  quite  different  processes.  Their  forms  are  different  and  they 
are  subjected  to  different  laws  of  development  and  have  a  different 
phenomenology.  The  civilization  process  is  practical,  consists  of  a  totality 
of  intellectual  knowledge,  which  is  logical  and  based  on  the  inherent  laws 
of  causality.  The  totality  of  the  knowledge  is  not  created,  but  discovered. 
Before  it  was  discovered,  it  was  already  there,  it  was  preexistent  from  the 
standpoint  of  development. 

The  cultural  movement,  however,  does  not  consist  of  a  logical,  uni- 


I    Oswald  Spengler,  Der  Unlergang  des  Abendlandes  I,  Miinchcn  1923,  p.  41 
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versal  and  causal  totality.  It  is,  according  to  Alfred  Weber,  not  an  objec- 
tive totality,  but  a  system  of  symbols  as  expression  of  the  soul.'' 

In  my  theory  of  values^  I  discern  six  values  namely  the  theoretical 
value,  the  economic  value,  the  religious  value,  the  aesthetic  value,  the 
power  value  and  the  solidarity  value.  Viewed  from  this  standpoint  every 
culture  is  the  expression  of  a  certain  configuration  of  the  six  values,  which 
are  aprioris  of  the  human  mind. 

What  Alfred  Weber  called  "der  Geschellschafts  process"  is  viewed 
from  this  value  theory  a  combination  of  the  vertical  value  of  power  and 
the  horizontal  value  of  solidarity.  I  call  this  the  social  aspect  of  every  culture. 

There  is  a  relationship  between  the  logic  of  the  theoretical  value  and 
the  economic  value.  A  combination  of  both  represents  the  progressive 
aspect  of  every  culture,  since  the  realization  of  the  theoredcal  value  as 
science  and  the  realization  of  the  economic  value  as  economic  goods  are 
accumulative,  progressive.  The  same  is  true  of  technology  which  is  the 
result  of  the  combinadon  of  the  theoretical  value  and  the  economic  value. 
This  progressive  aspect  of  culture  runs  parallel  with  the  concept  of  the 
civilization  process  of  Alfred  Weber. 

There  is  also  a  relationship  between  the  religious  value  and  the  aes- 
thetic value.  Both  are  based  on  feeling,  on  intuition,  and  on  the  creativity 
of  imagination.  The  combination  of  both  values  I  call  the  expressive  aspect 
of  a  culture,  which  runs  parallel  to  the  concept  of  cultural  movement  of 
Alfred  Weber. 


THE  ORIGIN  OF  THE  GREAT  CULTURAL  TRADITION 

Various  scholars  on  the  cultural  history  of  the  world  have  been  struck 
by  the  great  cultural  events  which  took  place  around  the  fifth  century 
B.C.,  or  more  accurately  between  800  and  200  B.C.  It  is  as  if  out  of  the 
immense  fluid  ocean  of  cultural  history  in  a  relatively  short  time  arose 
highest  mountainous  islands,  which  changed  the  total  cultural  landscape 
of  the  world  until  our  time.  In  China,  India,  the  Arab  Peninsula  and 
Greece  great  thinkers  and  religious  builders  emerged:  Confucius,  Moti, 
Lao-tse  in  China,  the  thinkers  of  the  Upanisads,  Buddha  and  MahJvira  iri 
India,  the  Prophets  in  the  Arab  Peninsula,  Parmonides,  Heraclit  and 
Plato  in  Greece.* 


2  Alfrefi  Weber,  Prinzipien  der  Geschichts  -  und  Kultuuoziologie ,  Munchen  1951,  p.  44 

3  .S.  Takdir  Alisjahbana,  Values  as  Integrating  Forces  in  Personality,  Society  and  Culture  Ku 
Lumpur,  2ii(l  ocliiion  1974 

4  sec  a.o.  Karl  Jaspers.  Vom  Ursprung  und  Ziel  der  Geschichte.  Frankfurt/M,  1956 
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This  sudden  synchronic  outburst  of  human  speculative  and  con- 
templative forces  in  places  far  and  more  or  less  isolated  from  each  other, 
is  the  basis  of  the  great  cultural  traditions  of  our  time.  Confucius'  tenets 
still  influence  the  living  belief  of  hundreds  of  millions  of  Chinese,  Bud- 
dha's doctrine  is  not  only  the  basis  of  the  dominating  religion  in  Burma, 
Thailand,  Cambodia,  Vietnam,  and  Ceylon  but  it  plays  also  an  important 
role  among  the  Chinese  and  Japanese.  From  the  Semitic  prophets  of  the 
Arab  Peninsula  derive  the  great  religions  of  Christianity,  which  cover  at 
present  the  whole  of  Europe,  America,  Australia  and  great  parts  of  even 
Asia  and  Africa,  and  Islam  which  is  the  religion  of  hundreds  of  millions  of 
people  in  Asia  and  Africa,  while  Greek  philosophy  is  the  very  basis  of  our 
secular  modern  industrial  civilization,  which  through  its  development 
during  the  Roman  Empire,  the  Islam,  the  Renaissance  and  the  Enlighten- 
ment, has  reached  its  highest  sciendfic  achievement  in  Europe,  America 
and  Japan  today. 

What  are  the  characteristics  of  these  first  high  cultures,  if  we  compare 
them  with  earlier  cultures.^  It  is  as  if  man  had  discovered  a  new  way  of 
thinking,  a  new  insight  not  only  into  himself  and  the  world,  but  also  into 
the  forces  around  him  and  thus  experienced  a  deep  discontent  with  his 
existing  culture.  Through  its  most  talented  representatives  mankind 
started  to  ask  the  most  radical  questions  about  life,  the  surrounding 
nature,  and  the  mysterious  powers,  and  thus  arrived  at  new  concepts,  new 
ideals,  which  went  together  with  a  deepening  of  life-experience  and 
thought. 

One  of  the  most  characteristic  tendencies  of  this  new  systematical  and 
radical  thinking  is  the  pursue  of  extreme  abstraction.  While  the  Greek 
philosophy  of  nature  attempted  to  arrive  at  the  ultimate  substance  or 
truth  of  the  world  around  man,  the  Jewish  prophets  were  wrestling  with 
the  concept  of  the  unity  of  God  as  the  base  and  the  ruler  of  the  universe. 
In  India  to  the  concept  of  Brahma,  as  the  total  and  ukimate  concept  to 
which  Atma  returns,  is  added  the  Buddhistic  concept  of  Nirwana,  the  ulti- 
mate goal  of  all  life,  when  the  curtain  of  ignorance  is  removed.  In  China 
Confucius  laid  the  foundadons  of  the  largest  social-political  structure  in 
history  based  on  the  loyalty  of  children  to  the  parents  and  of  the  citizen  to 
the  king  and  the  state,  on  moderateness,  on  realism,  and  on  a  system  of 
educadon  for  an  efficient  civil  service,  which  until  our  time  still  in- 
fluences the  cultural  life  and  thought  of  the  Chinese. 

It  is  clear  that  there  was  a  great  difference  between  the  concepts  and 
ideals  of  Confucius  and  Buddha,  between  those  of  Buddha  and  the  pro- 
phets and  those  of  the  prophets  and  the  Greek  thinkers.  But  compared  to 
those  of  an  earlier  dme,  these  concepts  and  ideals  had  many  traits  in  com- 
mon, such  as  the  radicality  of  their  questions,  the  uncompromising 
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seriousness  of  their  search  for  solutions,  and  the  comprehensiveness  and 
logic  of  their  concepts  and  ideas.  It  is  as  if  they  all  experienced  the  uni- 
versality and  unity  of  man  and  his  destiny,  and  attempted  not  only  to  for- 
mulate this  experience  in  a  broad  and  severe  rationality,  but  also 
attempted  to  live  according  to  these  experiences  and  concepts,  regardless 
of  their  consequences.  Out  of  this  extreme  power  of  thought  and  under- 
standing, a  new  comprehensive  world  and  life  view  emerged  replacing  the 
old,  which  had  been  bound  to  the  tribes,  to  the  local  magical  and  mytho- 
logical beliefs  and  practices. 

The  breakthrough  of  this  new  attitude  and  courageous  reflection  was 
not  only  a  breakthrough  of  individualism,  which  gave  to  the  world  new 
religions  and  philosophies,  but  also  went  together  with  an  expansion  of 
ethical  responsibility  far  beyond  the  border  of  the  clan  or  tribe:  an  ethical 
universalism  came  into  being,  which  became  not  only  the  basis  of  the  new 
large  kingdoms,  but  which  also  made  it  possible  that  the  new  religions, 
philosophies  and  ethical  systems  spread  through  the  whole  world.  Thus 
Buddhism  moved  to  Southeast  Asia,  China  and  even  Japan.  Greek  think- 
ing spread  through  the  area  around  the  Mediterranean,  to  Western 
Europe.  Chinese  learning  became  accepted  in  Japan  and  the  surrounding 
countries  of  Korea,  and  Indo-China.  We  know  that  a  half  millennium 
later  Christianity  emerged  out  of  the  tenets  of  the  semidc  prophets  and 
conquered  the  whole  of  Europe,  where  it  came  to  a  unique  synthesis  with 
the  condnuadon  of  Greek  thought,  which  we  call  European  culture  and 
which  has  such  a  great  impact  on  the  culture  of  the  modern  world  all 
around  the  globe.  A  half  millennium  later  Islam  arose  from  the  same 
semidc  cultural  atmosphere,  which  spread  in  a  short  time  through  Africa 
and  Asia,  from  the  Atlantic  Ocean  undl  the  Malay  Archipelago. 

Thus  the  extraordinary  mental  and  spiritual  upheaval  around  the  fifth 
century  B.C.,  has  had  the  most  far-reaching  consequences  for  the  whole 
world.  It  is  the  birth  of  these  broad,  universal  beliefs,  concepts,  and 
ethics,  setting  free  great  expansive  energy  for  the  organizations  of  poli- 
tical entides  such  as  the  Han,  Maurya  and  Roman  Empires  that  brought 
about  a  new,  hitherto  non-existent  communicadon  between  the  human 
race. 


SOUTHEAST  ASIA  AS  THE  MELTING  POT  OF  THE  GREAT 
CULTURAL  TRADITION 

Like  Western  Europe,  Japan  and  many  other  parts  of  the  world. 
Southeast  Asia  did  not  belong  to  the  cradle  of  the  high  cultures,  which 
emerged  during  the  first  millennium  B.C.  Its  high  culture  was  of  secon- 
dary character.  The  time  of  the  great  spiritual  and  mental  upheaval  in 
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China,  India,  the  Arab  Peninsula  and  Greece  was  still  the  time  of  its  pre- 
history when  people  came  wave  after  wave  from  the  mainland  of  Asia  to 
inhabit  the  Southeastern  coasts  of  Asia,  Malaysia,  Indonesia,  the  Phi- 
lippines until  Madagascar,  and  the  islands  of  the  Pacific  until  Easter 
Island. 

Many  descriptions  have  been  made  of  the  culture  of  the  people  of 
Southeast  Asia,  on  the  basis  of  pre-history,  of  language  relationships,  on 
economic  conditions  and  various  artifacts.  Most  important  is  the  research 
which  has  been  made  on  the  adat  law  and  the  basic  religious  beliefs  of  the 
people  of  this  area.  In  the  most  general  sense,  it  can  be  said,  that  the  pre- 
Hindu  society  in  Southeast  Asia  consisted  of  small  communides,  mainly 
living  in  the  plains,  river  valleys  and  hills,  growing  rice.  The  buffalo  was 
already  known  and  used.  Women  played  an  important  role  in  com- 
munity life.  Society  was  democratic  in  the  sense  that  the  difference  in 
status  between  the  tribe  or  clan  members  was  not  very  large  and  that  the 
most  important  decisions  in  the  life  of  the  community  were  taken  by  a 
council  of  elders  on  the  basis  of  mupakat,  i.e.  mutual  agreement;  the  head 
was  primus  inter  pares.  At  all  important  social  events  as  well  as  at  events 
in  the  life  circle  of  individuals,  cooperation  and  mutual  help  existed  be- 
tween the  members  of  the  community. 

Like  all  primitive  people  in  history,  the  way  of  thinking  was  complex, 
all  inclusive  and  highly  intuitive.  The  belief  in  spirits  and  supernatural 
powers  dominated  all  aspects  of  individual  and  communal  life,  so  that  the 
most  fundamental  concern  was,  how  to  get  the  support  of  the  good  spirits 
and  how  to  avoid  the  evil  ones,  or  in  the  case  of  supernatural  power,  how 
to  strengthen  oneself  with  this  supernatural  power,  and  even  control  or 
use  it  for  individual  or  social  interest. 

Like  Western  Europe  which  came  into  the  orbit  of  Hellenistic-Roman 
culture  and  Semitic  prophetic  religion,  and  was  able  to  mould  both 
cultural  traditions  into  a  new  Germanic- Roman  Chrisdan  culture  of  the 
Middle  Ages,  so  in  Southeast  Asia  the  local  cultures  came  to  an  exu- 
berant blossoming  under  the  influence  of  the  high  cultures  of  India. 
Large  and  powerful  political  units  arose,  a  new  vigorous  culture 
developed,  comparable  to  the  highest  peak  of  social  and  cultural  achieve- 
ment in  any  part  of  the  world  during  the  first  one  and  a  half  millennia  of 
the  Christian  Era.  It  was  not  only  the  dme  of  the  powerful  kingdoms  such 
as  Funan,  Sriwijaya,  Cambodia,  Majapahit,  it  was  also  the  time  that  a 
strong  organizational  power  and  religious  devotion  and  versatile  artistic 
geniuses  produced  the  Borobudur,  Prambanan,  Angkor  Vat,  which 
belong  to  the  greatest  monuments  ever  built. 

We  knew,  that,  for  example,  the  Indonesian  chandi  is  not  the  same  as 
the  Indian  temple,  and  that  it  was,  in  a  sense,  a  continuadon  of  the  Malay 
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place  for  ancestor  worship.  Angkor  Vat  has  been  designed  on  the  basis  of 
the  topography  of  its  water-rich  country.  Interesting  is  also  the  role  of  the 
snake,  deriving  from  native  mythology,  in  the  sculpture  of  Buddha.  We 
know  that  even  in  the  wayang  (shadourplay)  repertoire  of  Java,  figures 
from  old  Indonesian  cults  of  ancestor  worship  have  been  added  to  the 
heroes  of  the  Mahabharata. 

The  most  remarkable  fact  of  this  cultural  contact  is  that  the  native 
societies  easily  accepted  this  high  culture  from  India  and,  what  is  even 
more  surprising,  they  were  able  to  utilize  its  elements  in  combination  with 
their  own  cultural  elements,  to  create  an  art  which  in  many  respects  sur- 
passes that  of  India.  No  wonder,  because,  viewed  from  Southeast  Asian 
cultural  attitude,  concepts  and  logic  the  Souteast  Asian  cultures  are  not  so 
different  from  the  high  culture  of  India.  Between  both  existed  so  many  re- 
semblances in  attitude,  concepts  and  logic.  First  of  all  both  are  heavily 
spiritual  in  the  sense  that  the  deepest  essence  of  reality  is  spirit  and  that 
the  material  reality  follows  the  spiritual  logic,  which  is,  in  the  term  of 
Hans  Leisegang^  the  logic  of  the  circle,  in  which  God,  man  and  animals 
are  interchangeable  in  a  cyclical  incarnation.  Basically,  animism  and  the 
tenet  of  Atma-Brahma  (with  the  concept  of  incarnation)  derived  from  the 
same  world  view.  The  second  is  only  an  elaboration  of  the  first  so  that  by 
the  acceptance  of  the  Hindu  religion  and  culture  the  old  native  religion 
and  culture  did  not  suffer  a  breakdown,  on  the  contrary  experiencing  a 
relief  of  growth. 

A  very  important  element  for  the  development  of  the  secondary  high 
cultures  in  Southeast  Asia  was  the  introduction  of  the  Indian  script,  which 
made  possible  the  inclusion  of  the  whole  religious  and  secular  literature 
of  India  into  the  new  Southeast  Asian  cultures.  On  the  basis  of  this  script, 
the  Southeast  Asian  cultures  were  able  to  start  to  build  up  their  own 
religions,  literary  and  intellectual  life.  Thus  the  centuries  of  the  first  one 
and  a  half  millennia  were  the  Golden  Age  of  Southeast  Asia.  The  power  of 
the  kings,  the  concentrated  organization  of  the  state  and  of  economic  life, 
the  comprehensive  religious  system  as  well  as  the  artistic  skill  and  dedica- 
non  are  manifested  in  the  great  achievements  of  Angkor  Vat,  the  Boro- 
budur,  the  Prambanan  etc. 

It  is  interesting  to  note  that  the  rational  stratification  of  the  Indian 
caste  system  was  not  accepted  in  Southeast  Asia.  Its  strongest  influence 
can  be  found  in  the  stratification  of  the  Javanese  language  which  is  only 
an  aesthetic  verbal  substitute,  compared  to  the  rigid  Indian  caste  system. 

The  great  cultural  conflict  took  place  with  the  arrival  of  Islam,  which 
arose  in  the  Arab  Peninsula  as  one  of  the  most  vigorous  offshoots  of  the 

5    Hans  Leisegang,  Dmkformen,  Berlin,  1951,  pp.  61-142 
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Semitic  prophetic  religion.  Its  characteristics  as  a  Semitic  religion  is  its  ab- 
solute monotheism,  which  does  not  even  allow  any  artistic  symbols  of  its 
entirely  abstract  God.  At  the  time  that  it  arrived  in  Southeast  Asia,  how- 
ever, it  had  behind  it  a  history  of  nearly  half  a  millennium,  during  which 
it  had  spread  through  the  area  of  the  Mediterranean  undl  Spain,  and  the 
Donau  Valley.  In  its  fast  expansion,  especially  in  the  direction  of  the  West, 
it  had  been  strongly  influenced  by  Greek  thinking,  which  was  characteriz- 
ed by  its  secularity  and  radonality.  The  Greek  philosophy  and  science, 
which  at  the  decline  of  the  Roman  Empire  and  during  the  Middle  Ages 
receded  more  and  more  to  the  background  in  Europe,  were  absorbed  and 
developed  further  by  Arabic  and  Jewish  scholars  and  philosophers.  It  was 
they  who  preserved  the  Greek  tradition  and  later  handed  it  over  again  to 
Europe  at  the  end  of  the  Middle  Ages.  On  the  other  hand,  a  mystical 
branch  of  Islam  also  developed,  under  the  influence  of  New  Platonism 
and  parallel  to  New-Platonism. 

Through  its  expansion  towards  the  East,  Islam  came  into  contact  with 
Iran  and  India  and  to  a  certain  extent  under  the  impact  of  Indian  pan- 
theism. The  Islam  which  arrived  in  Southeast  Asia,  and  later  on  became 
gradually  the  dominadng  religion  in  a  greater  part  of  Indonesia,  Malaya 
and  some  parts  of  the  Philippines,  had  thus  various  potentialides.  But  in 
general,  it  can  be  said,  Islam  as  an  absolute  monotheistic  religion  rejects 
the  concepts  of  the  basic  unity  of  animals,  human  beings  and  super- 
natural powers,  and  gives  man  a  special  position  above  the  animal  and 
vegetative  world.  Man  is  given  an  opportunity  to  build  his  own  world 
guided  by  his  own  intelligence.  In  contrast  to  the  logic  of  the  circle  of  old 
Malay  and  Indian  culture,  the  logic  of  Islam  is  more  that  of  the  pyramid 
in  which  the  highest  position  is  attributed  to  God. 

Another  clear  difference  between  Islamic  and  especially  Indian  Hindu 
culture  is  the  democratic  character  of  Islam  with  its  doctrine  that  all  men 
are  equal  before  Allah.  In  this  logic  there  is  no  place  for  the  doctrine  of 
incarnation  and  the  Indian  caste  system. 

Thus  with  the  arrival  of  Islam,  a  strong  conflict  arose  between  the  new 
and  the  established  religion  and  culture. 

Islamic  culture  brought  about  great  changes  in  the  fields  of  econo- 
mics, law  and  social  organization,  mainly  because  of  its  practical  and 
rational  atdtude  towards  life  and  also  because  of  the  fact  that  it  was 
brought  to  Southeast  Asia  by  merchants,  supports  the  assumption  that 
Islam  constituted  an  important  factor  in  the  active  commerce  in  South- 
east Asia  at  the  close  of  the  Hindu  period  and  the  beginning  of  Western 
influence. 

The  last  representatives  of  the  Hindu-Malay  culture  escaped  to  Bali, 
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where  they  have  remained  until  our  days.  In  the  continent  of  Southeast 
Asia  however,  Buddhism  had  a  very  strong  foothold  and  has  remained 
the  dominating  religion  until  our  time. 

Thus  the  14th,  15th,  16th,  and  17th  centuries  witnessed  powerful 
Islamic  kingdoms  in  the  Southern  part  of  Southeast  Asia,  especially  on 
both  sides  of  the  Straits  of  Malacca  and  in  Java.  But  as  we  know,  Islamic 
society  and  culture  in  Southeast  Asia  were  not  able  to  maintain  their  ex- 
pansion and  growth.  This  decline  was  not  only  a  phenomenon  of  Islam  in 
Southeast  Asia,  but  a  general  one  in  the  whole  Islamic  world. 


Compared  to  the  cultural  influence  of  India  and  Islam  on  Southeast 
Asia,  the  influence  of  Chinese  culture  is  quite  different.  It  is  as  if  the 
Chinese  high  culture  of  the  period  of  the  axis  of  history  did  not  have  any 
expansive  power  in  regard  to  Southeast  Asia,  with  the  exception  of  the 
areas  on  the  border  of  China,  such  as  Indo-China.  And  indeed,  viewed 
from  this  standpoint  Confucius  is  a  thoroughly  Chinese  social  philo- 
sopher, whose  greatest  merit  was  the  organization  of  the  Chinese  state. 
His  doctrine  was  intended  to  be  applied  to  the  people  of  the  Chinese 
kingdom  and  not  to  other  people. 

As  a  rational  and  practical  social  philosophy,  which  built  up  a  system 
of  Chinese  cultural  behaviour,  Confucianism  formulated  the  ideals  of  the 
virtuous  man,  and  especially  emphasized  the  obligadons  of  the  citizen, 
and  of  the  members  of  the  family.  Loyalty  to  the  king  and  the  state  and 
filial  piety  to  the  parent  and  the  ancestors  belong  to  its  essential 
characteristics,  besides  an  attitude  of  rational  and  practical  compromise, 
i.e.  the  middle  road,  for  the  sake  of  social  and  individual  peace.  The 
systematic  education  and  organization  of  a  class  of  capable  civil  servants 
manifest  further  the  rationality  and  practical  attitude  of  Confucius'  social 
philosophy.  Thus  Confucianism  is  more  national,  more  soil-bound  than 
Indian  and  Islamic  culture. 


But  we  know  that  during  the  last  millennium  nevertheless,  about  10 
million  of  Chinese  have  settled  in  Southeast  Asia.  On  the  island  of 
Tumasek  or  old  Singapore,  for  example,  already  in  the  14th  century  there 
was  a  Chinese  setdement. 


But  due  to  the  special  character  of  the  Chinese  cultural  attitude,  con- 
cepts and  logic,  Chinese  religious  and  aesthetic  influence,  i.e.,  the  ex- 
pressive aspect  of  Chinese  culture  is  very  small  in  Southeast  Asia,  especial- 
ly if  compared  to  that  of  India  and  die  Islam.  Viewed  from  the  Chinese 
vocabulary  in  the  indigenous  languages,  its  influence  is  greater  in  the 
practical  aspects  of  life,  i.e.  concerning  food  and  skills. 
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THE  UNIVERSALITY  OF  MODERN  INDUSTRIAL  CIVILIZATION 

As  has  been  said,  it  was  especially  in  the  culture  of  Greece  of  the  axis 
oi  history,  where  the  individualistic,  rational  thinking  and  objective 
observation  of  the  surrounding  nature  broke  through,  creating  the  basis 
of  our  worldwide  modern  industrial  civilization.  Greek  philosophy  and 
science  experienced  a  revival  in  Moslem  philosophy  and  science  in  the 
Middle  East  as  well  as  in  Spain.  The  translation  of  Greek  and  Arabic 
philosophical  and  scientific  works  from  the  Arabic  language  into  Euro- 
pean languages,  followed  later  by  a  direct  translation  of  original  works  of 
|)liilosophv  and  science  from  Greek  after  the  fall  of  Constantinople  into 
the  hands  of  the  Turks,  marked  the  beginning  of  the  Renaissance. 
Through  the  Reformation,  the  Enlightenment  and  the  scientific  techno- 
logical and  economic  revolution  as  well  as  the  social  and  political  upheaval 
in  the  nineteenth  century,  a  continuous  process  of  entmythologization 
and  dereligionization  took  place  in  an  accelerating  pace.  And  it  was  es- 
peciallv  in  the  theory  of  Darwin,  Marx,  Comte,  Freud,  etc.  that  religion 
arrived  at  its  lowest  point  in  scientific  or  pseudosciendfic  thinking.  Even 
the  large  political  structures  on  the  basis  of  nationalism  which  were  the 
own  creation  of  the  Renaissance,  have  in  our  age  to  go  through  a  great 
transformation. 

Millions  of  people  are  still  unconscious  not  only  of  these  worldwide 
amalgamadng  and  unifying  tendencies  of  our  rational  and  materialisdc 
industrial  civilization  but  also  of  its  process  of  entmythologizadon, 
dereligionization  and  denationalizadon.  Viewed  from  the  totality  of  the 
cultures,  we  can  say,  that  it  is  in  this  industrial  civilizadon  that  all  the  pre- 
sent cultures  of  mankind  find  their  common  ground,  because  of  the  uni- 
versality of  the  logic  of  human  reason  as  well  as  the  unalterable  laws  of 
nature  which  are  its  very  foundation. 

Thus  in  our  dominantly  progressive  modern  culture  for  the  first  dme 
in  history  the  whole  of  mankind  arrives  at  a  common  world  view  and  a 
common  way  of  thinking  with  their  active  centers  in  the  universides,  the 
banks  and  the  factories.  Against  this  unity  of  our  secular  world  on  the 
basis  of  the  universal  logic  of  thought  and  the  universal  and  unchange- 
able laws  of  nature,  the  exisdng  world  religions  with  their  various  con- 
cepts of  God,  the  world  and  man  and  their  various  rituals  and  insn- 
tutions  are  in  a  rather  embarassing  situadon  of  backwardness  in  the  face 
of  the  unity  of  mankind  in  our  shrinking  planet. 

SOUTHEAST  ASIA  AND  THE  ARISING  WORLD 

In  the  beginning  of  this  essay  I  have  referred  to  the  decisive  epoch  of 
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history  between  800  and  200  B.C.,  which  Karl  Jaspers  called  the  Ach- 
senzeit,  *  e.g.  the  axis  of  history,  when  the  foundation  was  laid  for  of  all  the 
existing  great  religious  traditions  as  well  as  of  our  secular  industrial 
civilization  of  today.  No  people  in  the  world  has  been  able  to  escape  its 
impact  without  being  forgotten  in  primitivism. 

Some  speculations  have  been  made  about  the  cause  of  this  more  or 
less  simultaneous,  mysterious  upsurge  of  human  spiritual  and  mental  life 
over  a  relatively  small  area  of  the  world.  Biological  phenomena  behind 
this  change  are  not  know,  nor  are  other  natural  causes.  Alfred  Weber' 
made  the  bold  assumption  that  it  might  be  the  use  of  the  horse  as  a  draft 
animal  and  steed  which  gave  man  not  only  a  new  feeling  of  self-con- 
fidence and  power,  but  also  a  new  perception  of  time  and  space,  of  life 
and  the  world. 

I  have  already  mentioned  at  the  beginning  of  this  paper  the  decisive 
influence  of  the  fast  transportation  and  communication  in  the  great  social 
and  cultural  change  of  our  time.  And,  indeed,  the  whole  history  of  man 
has  testified  that  transportation  and  communication  function  as  the  ex- 
pansion and  intensification  of  social  and  cultural  life.  At  the  time  that 
people  have  only  their  feet  to  move  from  one  place  to  another  and  their 
mouths  to  communicate  vwth  each  other,  societies  and  cultures  were 
limited  to  villages  and  their  surrounding  nature,  since  with  their  feet  peo- 
ple cannot  move  faster  than  5  or  maximum  7  km  an  hour.  The  in- 
habitants belonged  to  a  clan  or  to  a  number  of  clans  which  were  related  to 
each  other  by  intermarriage.  The  government  was  in  the  hand  of  the 
elders  in  the  community,  who  under  the  leadership  of  their  head,  took 
decisions  in  the  affairs  of  the  community  by  democratic  deliberation. 
Such  a  community  had  its  own  unique  religion  and  art. 

For  villages  which  were  located  on  the  side  of  a  river  or  on  the  shore 
of  a  lake,  the  invention  of  the  canoe  or  the  raft,  opened  possibilities  of 
growth.  Also  the  domestication  of  the  cow,  the  camel,  etc.  brought 
further  development  to  the  small  societies  and  cultures.  It  is  clear, 
however,  that  it  was  especially  the  horse  as  draft  animal  and  steed,  which 
opened  wider  perspectives  of  expansion.  Alfred  Weber  rightly  classified 
the  human  type  which  had  the  command  of  the  horse  as  the  complete 
master,  against  whom  the  cowstep  of  this  predecessor  disappeared  and 
who  as  riding  master  of  the  most  noble  animal  felt  akin  to  the  Gods.' 

With  the  use  of  the  horse,  a  new  dynamic  came  into  the  clan  and  tribal 


6  Karl  Jaspers,  Vom  Unprung  und  Ziel  der  Geschichte,  Frankfurt/m,  1956,  p.  14 

7  Alfred  Weber,  Kulturgeschichle  als  KuUursozioiogie,  Munchen  1950,  p.  42 

8  Ibid.  p.  43 
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society  and  culture,  since  with  this  new  means  of  transportation  people 
were  able  to  reach  greater  distances  of  hundreds  and  thousands  of  kilo- 
meters. It  was  not  only  exchange  of  goods  and  ideas  with  neighbour 
villages  and  tribes  which  came  into  being,  but  also  stronger  and  expansive 
villages  and  tribes  started  to  conquer  weaker  villager  and  tribes  and 
gradually  established  larger  political  and  cultural  units.  The  village  where 
a  powerful  head  resided,  developed  gradually  into  a  capital,  around 
which  emerged  a  new  and  larger  society  and  culture  with  a  new  power 
hierarchy,  a  new  and  broader  economic  life  spreading  over  the  conquered 
villages  and  tribes.  Out  of  this  situation,  emerged  during  the  centuries  the 
great  kingdoms  in  all  part  of  the  world  with  the  palace  as  the  center  of 
political,  economic,  religious  and  artistic  life. 

We  know  that  with  the  invendon  of  the  steam  machine,  which  was 
related  to  the  use  of  iron  and  coal,  came  the  steamship  and  railways, 
which  opened  the  possibilities  for  the  emergence  of  the  large  colonial  im- 
periums  such  as  Britain,  France  and  the  Netherlands,  uniting  parts  of  the 
globe,  which  were  located  thousands  of  kilometers  away  from  each  other. 

Through  the  invention  of  the  airplane  which  in  our  time  has  reached  a 
velocity  faster  than  sound  and  with  the  invention  of  radio  and  the  es- 
tablishment of  a  telecommunication  system  over  the  whole  world,  people 
throughout  the  world  come  to  conflicts  and  a  confluence  as  never  before 
in  history.  It  is  in  this  epoch  that  we  feel  to  be  in  the  throes  of  a  great 
transformation.  Not  only  the  nadonal  states,  which  are  a  product  of  the 
Renaissance  have  become  a  danger  to  and  obstacle  for  a  world  co- 
operation as  is  testified  by  the  two  world  wars  behind  us,  but  also  our 
political  system,  our  laws,  our  economic  relations,  our  religion  and  arts 
have  to  adjust  themselves  to  the  new  situation  of  closer  contact  between 
the  human  race  in  our  shrinking  planet. 

It  is  clear  that  it  is  in  this  context  that  problems  of  over  population,  of 
scarcity  of  food  and  other  resources  like  oil,  iron,  etc.,  poUudon  of  air, 
sea  and  land,  have  become  problems  of  the  whole  of  mankind,  regard- 
less of  nationality,  race,  religion  or  ideology.  And  especially  with  the 
tremendours  devastadng  power  of  nuclear  arms,  which  like  trans- 
portadon  and  communication  are  by-products  of  the  progress  of  the  in- 
dustrial civilization,  the  whole  of  mankind  is  facing  the  urgent  task  of 
building  up  a  new  worldwide  sphere  of  cooperation  in  the  atmosphere  of 
a  broader  responsibility  than  that  of  the  national  state,  of  the  various 
religious  or  ideological  beliefs.  Without  it  mankind  is  facing  its  self- 
destruction  or  even  annihilation. 

Viewed  from  this  great  social  and  cultural  crisis  of  our  dme,  in  which 
the  political,  economic,  religious  and  ideological  structures  are  con- 
fronted with  each  other  in  the  unrefutable  converging  tendencies  created 
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by  the  vanishing  distances  in  the  world,  we  undeniably  are  entering  a  new 
axis  of  history  which  calls  for  a  totally  new  orientation  in  man's  thought 
and  conceptualization,  and  in  man's  ethical  responsibility.  New  all- 
embracing  political,  economic  and  religious  structures  have  to  arise,  in 
which  the  criss-crossing  national,  economic  and  religious  concepts  and 
ambitions  will  find  a  new  dynamic  and  creative  integration. 

It  is  in  this  sense  that  philosophy  as  the  most  embracing  exercise  of 
human  speculative  power  and  idea  formation  acquires  a  new  meaning  in 
the  great  need  for  a  total  reorientation,  for  a  reordering  of  the  tre- 
mendous results  of  human  scientific,  religious,  economic  and  artistic  con- 
ceptualization and  creation  during  the  centuries,  into  a  global  structure. 
A  new  world  society  and  culture  is  arising  in  which  all  the  cultures  and 
civilizations  of  the  past  and  present  come  to  a  new  integration. 

Coming  back  to  the  exceptional  position  which  Southeast  Asia  oc- 
cupies as  the  only  region  where  all  the  great  cultural  and  religious  tra- 
ditions come  together  to  a  confluence  and  conflict  as  nowhere  else  in  the 
world,  it  is  worthwhile  to  contemplate,  to  what  extent,  this  simultaneous 
existence  of  the  great  cultural  and  religious  traditions  can  be  utilized  for 
the  promotion  of  a  better  understanding  and  cooperation  between  the 
great  cultural  traditions  in  our  time,  for  a  common  solution  of  the  multi- 
various  fundamental  problems  in  facing  the  inescapable  impact  of  the 
rational,  egalitarian  and  unifying  tendencies  of  modern  industrial  civiliza- 
tion. 

As  has  been  said.  Southeast  Asia  did  not  participate  in  the  great 
spiritual  and  cultural  upheaval  during  the  axis  of  history,  it  is  not  the 
cradle  of  any  of  the  great  religious  tradidon,  neither  has  it  in  the  course  of 
history  produced  great  philosophical  and  religious  thinkers.  The  easiness 
with  which  the  Southeast  Asian  people  have  accepted  the  condnuous  wave 
of  the  great  religions  through  the  centuries  testifies  the  great  sensitive- 
ness of  the  Southeast  Asian  soul  for  the  multivarious  religious  con- 
templadons  and  devodons.  In  the  context  of  the  new  cooperadon  of  the 
Southeast  Asian  countries  to  build  up  together  a  new  future  in  the  arising 
world  community,  the  fact  that  in  Southeast  Asia  all  the  great  religious 
and  cultural  traditions  live  side  by  side,  open  possibilides  for  the  aware- 
ness of  the  necessity  of  a  broader  framework  of  discussion,  deliberadon 
and  exchange  of  ideas  for  a  better  understanding,  and  may  be  also  for  the 
construction  of  broader  structures  of  polidcal,  religious  and  ardstic  ideas 
and  concepts,  which  are  so  needed  in  the  chaotic  and  criss-crossing  en- 
counter of  so  many  currents  and  counter-currents  in  our  time. 

It  is  in  this  context  interesdng  and  meaningful  that  in  the  Indonesian 
State  philosophy  which  is  known  as  Pancasila  (the  five  principles),  the  first 
principle  is  the  unity  of  God.  On  this  basis  all  the  religions  in  Indonesia 
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are  treated  equally  and  under  the  guidance  of  the  ministry  of  religion  the 
government  is  attempting  to  bring  the  various  religious  groups,  deriving 
from  the  great  religious  traditions  two  and  a  halve  millennia  ago,  to  an 
atmosphere  of  tolerance,  mutual  understanding  and  cooperation. 
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JULY  1979 


Internal  Affairs 

A  limited  Cabinet  session  was  held  on  July  4  to  discuss  the  rising 
OPEC  oil  price  and  food  supply  on  the  eve  of  Lebaran.  The  government 
decided:  (a)  not  to  raise  domestic  oil  price  while  domestic  oil  subsidy  was 
increased  to  Rp.  400,-  billion;  (b)  to  raise  the  price  of  K.U.D.'s  (Village 
Cooperative  Unit)  corn  from  Rp.  42,—  to  Rp.  70,— /kg. 

On  July  9  till  July  11  a  meeting  of  the  Department  of  Industry  was 
held  in  Jakarta.  At  the  opening  of  the  meeting,  Minister  for  Industry  A.  R. 
Soehoed  said  that  the  government  is  trying  to  solve  the  problem  of  un- 
employment in  rural  areas  through  boosting  up  small  industries'  ac- 
tivities as  to  limit  urbanization. 


A  meeting  of  the  Department  for  Labor  Force  and  Transmigration  was 
held  on  July  9  till  July  1 1  to  oudine  the  program  to  be  implemented  dur- 
ing Pelita  III.  The  meeting  decided  among  other  things  to  foster  and  put 
into  effect  the  labor  force  as  to  meet  the  demands  of  society  for  qualified 
and  skillful  labor  force  pursuant  to  the  development  progress.  In  addi- 
tion, labor  protection  and  health  insurance  were  stipulated  as  to  become 
part  of  the  directives  and  general  pattern  of  the  labor  stipulations,  which 
are  in  fact  included  in  the  Regulations  of  Labor  Force  Reladonships. 
Furthermore,  President  Soeharto  asked  the  meedng  to  pay  attention  to 
the  fate  of  the  laborers,  and  to  find  just  soludons  for  any  labor  dispute. 

On  July  10-14  a  meeting  of  the  Department  of  Culture  and  Edu- 
cadon  was  held  to  give  technical  information  and  directives  on  the  im- 
plementation of  Pelita  III,  pardcularly  in  the  realm  of  education  and 
culture.  The  Minister  of  Education  and  Culture  said  that  his  department 
is  making  every  efibrt  to  step  up  the  quality  of  basic  knowledge  en- 
compassing language,  mathematics,  social  sciences  and  natural  sciences 
on  all  levels  of  educadons.  In  addidon  to  this.  President  Soeharto  said 
that  Normalization  of  Campus,  change  of  school  year  and  the  decision  on 
holidays  during  die  fasdng  month  should  be  properly  implemented. 
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Following  a  meeting  with  the  Minister  for  Mining  and  Energy  on  July 
23,  President  Soeharto  appealed  to  the  people  to  mind  the  consumption 
of  domestic  fuel  on  account  of  the  decrease  and  limitedness  of  domestic 
oil  supply  and  the  tendency  of  oil  price  to  rise.  Accordingly  the  Minister 
for  Mining  and  Energy  said  that  the  program  of  hydrocracker  construc- 
tion will  be  given  the  first  priority. 

International  Relations 

At  present  some  ASEAN  member  countries  are  involved  in  the  In- 
dochinese  refugee  problem.  In  a  firm  statement  addressed  to  the  Viet- 
namese, President  Soeharto  said  on  July  3,  that:  (1)  a  solution  of  the 
refugee  problem  by  Vietnam  is  a  prerequisite  for  the  normalization  of 
relations  between  Indonesia  and  Vietnam;  (2)  Prime  Minister  Pham 
Van  Dong  should  prove  his  goodwill  by  stopping  the  flow  of  illegal 
refugees;  (3)  the  ameliorating  relations  between  Indonesia  —  Vietnam 
or  ASEAN  —  Vietnam  is  flawed  by  the  Vietnamese  invasion  to  Cambodia 
and  by  the  flow  of  Vietnamese  refugees  to  some  Southeast  Asian  coun- 
tries. 

Malaysian  Defence  Minister,  Datuk  Amar  Haji  Abdul  Taib  Mahmud, 
visited  Indonesia  on  July  5  till  July  10  to  discuss  the  solution  of  the  Viet- 
namese refugees  and  security  matters  in  Southeast  Asia.  The  joint  com- 
munique stated  that  both  countries  agreed  to  joindy  solve  the  problem  of 
the  Indochinese  refugees  coordinatively  based  on  mutual  responsibility. 

President  Soeharto  s'tayed  in  the  Philipines  on  July  17  dll  July  18  to 
have  discussions  with  President  Ferdinand  Marcos  on  bilateral  reladon- 
ship,  the  situation  of  ASEAN,  the  refugees  and  some  internadonal  issues 
including  energy,  the  increasing  growth  rate  of  infladon  and  the  danger 
of  world  recession.  A  joint  communique  stated  that:  (1)  both  countries 
endorse  the  recent  UNCTAD's  decisions  in  Manila;  the  refugee  problem 
will  threaten  the  peace,  economy  and  stability  of  ASEAN;  (3)  both  coun- 
tries agreed  to  supply  one  another  with  food  and  energy  if  needed. 

Cuban  Vice  Prime  Minister  Flavio  Bravo  Pardo  stayed  in  Indonesia  on 
July  24-26,  to  prepare  the  draft  document  of  the  coming  Non aligned 
Summit  Meeting.  Sources  of  the  Department  of  Foreign  Affairs  said  that 
Indonesia  appreciated  the  fact  that  the  East  Timor  issue  will  not  be  in- 
cluded in  the  draft  document  of  the  Summit  in  Havana.  Aside  from  that, 
Indonesia  also  refuse  to  exclude  Egypt  from  the  Non  aligned  countries. 
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AUGUST  1979 
Internal  Affairs 

On  August  1  at  the  limited  Cabinet  session  on  Economy,  Industry  and 
Financial  Affairs,  the  government  focused  her  attention  on  issues  of  food 
and  energy.  Following  the  meeting  Informadon  Minister  Ali  Moertopo 
said  that:  (1)  the  President  had  instructed  the  ministers  to  control  the 
smooth  distribution  of  goods  on  the  eve  of  the  Lebaran  (Moslem's  New 
Year);  (2)  the  meeting  had  agreed  upon  the  establishment  of  ASEAN  Food 
Reserve  Body  in  case  of  emergency;  (3)  the  President  had  instructed  the 
Minister  for  Mining  and  Energy  to  study  the  problem  of  a  long-term 
energy. 

Minister  for  Mining  and  Energy  Prof  Subroto  said  at  the  IVth 
Course  for  the  Staff  and  Heads  of  Migas  (oil  and  gas  company)  in  Jakarta 
on  August  8,  that:  ( 1)  at  present  the  world  oil  supply  has  reached  a  cridcal 
point,  since  the  demands  for  oil  reach  53,6  barrel/day  while  the  oil  supply 
stands  at  51,7  barrel/day;  in  the  context  of  nadonal  viewpoint  the  in- 
crease of  oil  price  will  affect  the  balance  of  payment,  the  state  budget  and 
inflation;  (3)  proper  management  of  the  nadonal  program  of  energy 
should  include  the  informadon  of  oil  supply  to  the  people. 

On  August  14  the  Armed  Forces  Deputy  Commander  in  Chief/Com- 
mander in  Chief  of  the  Command  for  the  Restoration  of  Peace  and  Order 
met  all  the  Territorial,  District  Commanders  and  the  Chief  of  Police 
throughout  Indonesia,  to  discuss  reports  on  the  current  situadon  of  re- 
gional stability,  and  food  situation  with  regard  to  the  approaching  Le- 
baran. 

On  the  Eve  of  Indonesia's  34th  Independence  Day,  August  16,  in  his 
speech  to  the  Parliament,  President  Soeharto  said  among  other  things 
that:  (1)  diere  is  no  dominadon  of  the  majority  or  tyranny  of  the  minority 
in  Pancasila  democracy;  (2)  economic  life  should  be  developed  based  on 
the  principle  of  mutual  cooperative  atmosphere  in  accordance  with  the 
Pancasila  and  the  1945  Consdtudon.  Cooperative  units  as  the  vehicle  of 
the  weaker  economic  group  should  be  developed  to  become  the  backbone 
of  the  nadon's  overall  growth  and  progress;  (3)  in  order  to  ensure  a 
dynamic  national  stability,  Indonesia  should  uphold  the  law;  (4)  ABRI 
(the  Armed  Forces)  as  the  strength  and  base  of  the  nation's  struggle 
should  carry  out  its  dual  funcdon  properly  for  the  success  of  the  develop- 
ment implementadon. 
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International  Relations 

The  Malaysian  Minister  for  Internal  Affairs,  Tan  Sri  Ghazali  Shafei, 
visited  Indonesia  on  August  8-10  to  hold  discussions  on  the  Vietnamese 
refugee  problem,  particularly  on  how  to  intensify  and  speed  up  the 
process  of  repatriating  the  refugees  to  the  countries  of  their  permanent 
setdement. 


SEPTEMBER  1979 
Internal  Affairs 

A  limited  Cabinet  session  on  Political  and  Security  Affairs  was  held  in 
Jakarta  on  September  19.  Information  Minister  Ali  Moertopo  said  to  the 
press  that:  (1)  Indonesia  needs  to  ameliorate  its  information  on  its  inter- 
national policy;  (2)  the  development  of  internal  politics  and  security  goes 
on  normally  and  smoothly;  Singapore's  request  to  conduct  the  manage- 
ment of  the  project  on  the  island  of  Batam  needs  further  studying  and 
should  be  abrogated  if  it  violates  the  sovereignty  of  both  countries. 

World  Bank's  report  of  1979  stated  that  Indonesia's  economy  has  im- 
proved considerably  since  the  mid-sixties  and  a  substantial  part  of  the 
Indonesian  people  has  profited  from  it. 

A  National  Meeting  on  Food  Production  was  held  in  Jakarta  on  Sep- 
tember 25  —  September  26,  to  discuss  efforts  on  how  to  increase  food 
production  in  Indonesia.  President  Soeharto  said  that  in  order  to  in- 
crease food  production,  the  farmer's  income  should  be  improved.  In- 
creasing food  production  is  a  national  task  for  the  success  of  Pelita  III. 

International  Relations 

At  the  Non aligned  Summit  Meeting,  which  was  held  in  Havana  on 
September  3  —  September  9,  the  Indonesian  delegation  headed  by  Vice- 
President  Adam  Malik,  had  the  main  task  to  uphold  the  purity  of  the 
Nonaligned  Movement.  On  September  6,  the  Vice  President  said  that: 
(l)the  Nonaligned  Movement  should  preserve  its  authenticity  by  not 
tilting  to  a  certain  power;  (2)  at  present  the  Nonaligned  solidarity  was 
marred  by  internal  conflicts. 

The  7  th  Indonesian-Japan  Conference,  which  was  held  by  CSIS 
(Centre  for  Strategic  and  International  Studies)  in  Denpasar  (Bali)  on  Sep- 
tember 5  —  September  7,  was  attended  by  12  Japanese  participants  and  41 
Indonesian  participants  to  discuss  issues  on  foreign  investment,  the  rela- 
tionship between  Indonesia  and  Japan,  development  of  the  situation  in 
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Southeast  Asia,  agriculture,  energy,  the  development  of  human  re- 
sources and  other  issues.  Major  General  Soedjono  Hoemardani  stressed 
on  the  fact  that  a  frank  dialog  on  important  matters  may  help  solve  pro- 
blems for  the  sake  of  the  people's  welfare  of  both  countries. 

President  Soeharto  paid  an  unofficial  visit  to  Singapore  on  Sep- 
tember 17-18  to  discuss  some  internadonal  issues,  the  world  economy's 
prospect,  the  development  of  regional  industry  on  the  island  of  Batam, 
regional  resilience,  the  possibility  to  increase  the  export  of  vegetables 
from  Indonesia  to  Singapore  and  to  intensify  cooperation  in  the  field  of 
energy. 
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